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HEARING  ON  EXPORT  PROMOTION  EFFORTS 


WEDNESDAY,  MARCH  30,  1994 

U.S.  Senate, 
Committee  on  Small  Business, 
Subcommittee  on  Export  Expansion 
and  Agricultural  Development, 

Philadelphia,  PA. 
The  Subcommittee  met,  pursuant  to  notice,  at  10  a.m.  in  the  Ad- 
ministration    Building,    Tioga    Marine    Terminal,     Hon.     Harris 
Wofford,  Chairman  of  the  Subcommittee,  presiding. 

OPENING  STATEMENT  OF  HON.  HARRIS  WOFFORD,  A  U.S. 
SENATOR  FROM  THE  STATE  OF  PENNSYLVANIA 

The  Chairman.  This  Senate  Small  Business  Subcommittee  on 
Export  Expansion  and  Agricultural  Development  hearing  will  come 
to  order.  We're  fortunate  today  we're  not  snowed  out  once  again. 
I  want  to  thank  those  who  came  and  had  their  schedules  disrupted 
last  time.  But  spring  has  sprung  or  is  springing.  And  I  hope  that 
we  won't  ever  let  snow  stop  us  again. 

Welcome  and  good  morning.  1^1  like  to  thank  very  much  our  col- 
leagues of  the  Philadelphia  Regional  Port  Authority,  Bill 
McLaughlin,  old  friends,  important  leadership  here,  and  Carl 
Travato  and  Joe  Menta.  I'm  glad  to  be  back  and  this  is  a  very  vital 
place  for  the  Commonwealth  of  Pennsylvania  and  for  the  United 
States. 

You  are  blessed  today  with  only  one  Senator  to  give  an  opening 
statement.  If  you  were  in  Washington,  it  might  be  half  a  dozen  or 
more  of  us.  I  think  one  of  the  most  frustrating  points  at  most  hear- 
ings is  when  you  have  witnesses  waiting  to  be  heard  and  you  and 
all  the  Senators  make  these  opening  statements.  But  I  do  have  one 
opening  statement  that  I'd  like  to  put  forth  before  you. 

American  companies  today  have  to  compete  in  a  high  tech  world 
economy  full  of  great  challenges.  We're  looking  outside  national 
boundaries  at  exports  as  the  critical  source  for  new  markets,  new 
profits  and  new  jobs.  I'm  not  sure  whether  I  think  the  report  of  the 
Trade  Promotion  Coordinating  Committee  is  all  together  an  ade- 
quate report,  but  I  like  its  big  caption.  This  is  the  1993  report,  Na- 
tional Export  Strategy,  U.S.  Exports  Equal  U.S.  Jobs.  And  that's 
a  self-evident  truth. 

Trade  barriers  are  beginning  to  fall,  but  we've  got  to  make  sure 
that  Pennsylvania  businesses  and  especially  smallbusinnses  have 
the  tools  they  need  to  take  advantage  of  these  new  opportunities. 
And  I'm  concerned  that  we're  not  doing  as  well  as  we  could  be 
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doing.  I  want  to  find  out  whether  that's  true  and,  if  so,  what  we 
can  do  about  it. 

Just  last  week  the  U.S.  Department  of  Commerce  reported  that 
the  level  of  exports  plunged  in  January.  In  January,  combined  im- 
ports of  goods  and  services  exceeded  exports  by  $6.3  billion,  just  up 
from  $4.1  billion  in  December. 

Even  as  we  work  to  cut  government  spending  and  balance  the 
Federal  budget,  we  have  to  invest  our  public  resources  in  the  build- 
ing blocks  of  private  economic  growth,  education,  training,  research 
and  technology  and  the  kind  of  assistance  that  we're  going  to  talk 
about  this  morning  to  exports. 

I  think  the  Federal  Government  has  a  role  that  can  be  a  critical 
role  to  play  in  helping  businesses  expand  American  exports.  It 
seems  to  me  we  have  to  be  working  on  several  fronts.  We  need  to 
continue  to  bring  down  foreign  trade  barriers  to  U.S.  products  and 
services.  I  think  the  administration  has  shown  a  strong  commit- 
ment to  do  that  on  both  a  multi-lateral  and  a  bilateral  basis.  And 
I  am  urging  them  on. 

But  government  also  can  help  companies  by  expanding  access  to 
investment  capital  and  market  information.  The  Export-Import 
bank  and  Small  Business  Administration  help  significantly  in  some 
cases  with  financing.  The  Departments  of  Commerce  and  State  pro- 
vide information  on  potential  markets  and  the  ins  and  outs  of  ex- 
porting. 

As  chairman  of  the  Export  Expansion  Subcommittee  of  the  Small 
Business  Committee  and  as  a  member  of  the  Foreign  Relations 
Committee,  I  want  to  make  sure  that  our  Federal  efforts  designed 
to  help  U.S.  business'  exports  are,  in  fact,  doing  what  they  need  to 
do.  So,  I've  called  this  hearing  for  two  reasons.  First,  with  direction 
from  Congress,  the  administration  has  established  the  Trade  Pro- 
motion Coordinating  Committee  to  coordinate  the  19  Federal  agen- 
cies that  are  involved  in  exports.  I  want  to  see  how  that  program 
seems  to  be  doing. 

Second,  I  want  to  learn  from  our  experience  in  Pennsylvania  to 
see  what  the  Federal  Government  can  adapt  from  Pennsylvanians 
own  export  promotion  efforts.  The  World  Trade  Magazine  just  list- 
ed Pennsylvania  as  one  of  the  top  ten  export  states.  I'm  not  sure 
that's  quite  the  rank  we  should  be  satisfied  with,  but  in  many 
areas  Pennsylvania  has  proved  to  be  a  laboratory  of  innovation. 

I'm  going  to  put  in  the  record  an  editorial  from  the  Pittsburgh 
Business  Times  and  an  article  from  the  York  Daily  Record  on  how 
Pennsylvania's  success  with  industrial  resource  centers  and  the 
Ben  Franklin  Technology  Centers  provide  a  critical  model  for  the 
National  Competitiveness  Act  which  we  passed  in  the  Senate  ear- 
lier this  month. 

[Information  referred  to  follows:] 

Article  from  the  "York  Daily  Record" 

WASHINGTON— When  Dayton  Parts  wanted  to  conduct  a  quality  control  initia- 
tive, the  Harricburg  manufacturing  firm  sought  the  help  of  MANTEC,  the  state-sup- 
ported Industrial  Resource  Center  of  Southcentral  Pennsylvania. 

Instead  of  spending  its  own  money  and  time  looking  for  experts,  York-based 
MANTEC  hooked  Dayton  Parts  up  with  consultants  who  advised  the  company  on 
how  to  impro.e  the  quality  of  its  products,  as  well  as  its  service,  methods  and  proce- 
dures. 


MANTEC  even  helped  pay  some  of  the  costs,  according  to  George  Meyer,  director 
of  manufacturing  at  Dayton  Parts.  The  resource  center  paid  20  percent  of  the  con- 
sultant fees,  Meyer  said. 

Dayton  Parts  received  the  final  assessment  Tuesday,  "From  that  (report)  we've 
gained  a  lot  of  information  about  ourselves  and  how  we  can  be  competitive,"  Meyer 
aid. 

The  state  Commerce  Department  program  which  funds  resource  centers  such  as 
MANTEC  and  the  Ben  Franklin  Technology  Partnerships  will  likely  get  a  boost 
from  a  Federal  proposal  which  passed  the  ILS.  Senate  Wednesday. 

The  Senate  voted  59—40  to  approve  the  National  Competitiveness  Act  and  author- 
ize spending  $1.9  billion  to  help  small-  and  medium-sized  companies  develop  ad- 
vanced technology. 

The  measure,  which  is  designed  mostly  to  boost  high-tech  manufactures,  offers 
venture  capital  loan  guarantees,  grants  and  loans  to  promote  development  of  ad- 
vanced technology. 

It  would  also  help  fund  a  nationwide  network  of  technology  outreach  centers  simi- 
lar to  MANTEC  and  the  Ben  Franklinpartnership. 

The  extra  funding  would  help  MANTEC  and  the  other  centers  reach  out  to  more 
Pennsylvania  companies,  MANTEC's  Cathy  Himes  said. 

"We  re  already  ready  to  go,"  Himes  said,  "We  have  the  infrastructure." 

The  Casey  administration  estimates  the  resource  centers  have  worked  with  about 
1,500  companies,  or  10  percent  of  the  small-  and  medium-sized  manufacturers. 
MANTEC  has  worked  with  more  than  300  businesses  in  10  countries,  Himes  said. 

'This  legislation  builds  upon  Pennsylvania  efforts  we  know  work  and  crate  jobs," 
Sen.  Harris  Wofford,  D-Pa.,  said. 

'The  National  Competitiveness  Act  is  about  creating  jobs,"  Wofford  said,  "It's  an 
important  step  in  changing  our  nation's  investment  priorities  to  keep  up  with  a 
changing  world." 

Wofford  cited  another  MANTEC  success,  York-based  Olin  Flinchbaugh  Division, 
a  tank  munitions  manufacturer  which  employs  500  people. 

"By  putting  Flinchbaugh  in  touch  with  other  industry  contacts,  MANTEC  helped 
it  gain  new  business,"  Wofford  said. 

While  Wofford  and  industry  officials  such  as  Dayton  Parts'  Meyer  praised  such 
programs,  Rep.  Bill  Goodling,  R-York,  was  concerned  the  National  Competitiveness 
Act  would  create  more  bureaucracy. 

Goodling  supports  private -public  partnerships  to  help  industry  grow,  but  doesn't 
want  the  efforts  to  overlap. 

"We  have  some  many  different  program,"  said  Goodling,  the  ranking  Republican 
on  the  House  Education  and  Labor  Committee.  "We  have  to  stop  this  piecemeal 
stuff." 

Goodling  supports  a  separate  proposal  that  would  create  "one-stop  shopping  for 
job  training." 


Editorial  from  the  "Pittsburgh  Business  Times" 
the  feds  take  notice 

The  National  Competitiveness  Act,  legislation  aimed  at  creating  high-wage,  high- 
skill  jobs  by  funding  a  support  network  for  small-  and  mid-size  businesses,  is  right 
on  target. 

The  bill  last  week  passed  the  U.S.  Senate,  where  it  had  the  support  of  Pennsylva- 
nia Sen.  Harris  Wofford,  a  co-sponsor  of  the  legislation.  We  strongly  support  its  pas- 
sage in  the  House. 

The  plan  contains  several  ingredients  that  are  key  to  fueling  the  growth  of 
healthy  employers.  Chief  among  them  is  the  recognition  that  business  is  an  eco- 
nomic engine  that  needs  relatively  modest  investment  to  pay  big  dividends. 

Parts  of  the  act  likely  will  sound  familiar  to  Pennsylvanians;  it  borrows  much 
from  certain  economic  development  initiatives  that  have  proven  successful  state- 
wide. Pennsylvania's  Ben  Franklin  Partnership  and  its  industrial  resource  center 
network,  established  by  Gov.  Robert  Casey,  have  been  effective  in  boosting  smaller 
companies  in  the  Pittsburgh  area. 

Such  programs  are  examples  of  how  government  can  funnel  revenue  back  to  the 
business  community  in  ways  that  maximize  the  value  of  tax  collections. 

One  need  only  turn  to  this  week's  Small  Business  News  section  on  page  2  of  this 
newspaper  to  see  the  payoff:  No  less  than  three  local  companies  recently  have 
tapped  state-funded  coffers  for  financial  and  technical  assistance. 

The  Federal  plan  contains  a  similar  two-pronged  approach.  It  would  offer  grants 
to  companies  that  are  developing  commercially  viable  technologies.  And  it  would 


provide  for  education  and  other  forms  of  assistance  through  scattered  resource  cen- 
ters. 

The  concept  behind  such  economic  development  initiatives  is  simple  and  practical. 
Companies  just  shy  of  meeting  private  banking  guidelines  can  languish  for  lack  of 
capital,  even  though  they  may  have  a  high  probability  of  success.  Government  fund- 
ing can  make  the  difference. 

Likewise,  low-cost  technical  assistance  provided  through  government  funding  can 
keep  a  company  competitive  with  offshore  competitors. 

And  Sen.  Wofford  noted:  "With  this  bill,  the  government  doesn't  pick  winners  and 
losers.  All  grants  reouire  a  matching  investment  of  50  percent  from  the  private  sec- 
tor. So,  investment  decisions  under  this  program  are  made  as  they  always  are — ac- 
cording to  what  the  competitive  market  dictates." 

The  economic  development  programs  in  Pennsylvania  that  provided  the  inspira- 
tion for  the  Federal  legislation  are  a  bright  spot  in  government.  Congress  would  be 
wise  to  emulate  them. 

The  programs  are  geared  toward  job  creation,  and  we  can  think  of  few  pursuits 
more  deserving  of  funding.  In  the  vast  reaches  of  the  Federal  budget,  we  encourage 
senators  and  representatives  to  cut  waste  and  fund  this  program. 

So,  through  this  hearing,  I  want  to  make  sure  that  small  busi- 
nesses are  receiving  the  Federal  services  they  need  to  compete 
internationally.  Small  businesses  are  often  the  least  experienced  in 
exporting  abroad.  Almost  by  definition  most  of  them  are  the  least 
experienced,  but  they  also  can  afford  the  least  mistakes. 

I  want  to  take  the  ideas  we  hear  today  back  to  Washington  and 
soon  hold  a  follow-up  hearing  with  administration  officials  and 
then  we  can  work  together  to  solve  any  of  the  problems  that  have 
developed  to  make  our  export  efforts  more  effective  for  small  busi- 
ness. 

Today,  I'm  mainly  here  to  listen  and  ask  questions.  I  hope  we 
will  have  time  for  some  of  our  colleagues  who  have  come  who  are 
not  the  formal  witnesses  today  to  contribute  some  of  their  ideas.  I 
look  forward  to  our  first  panel. 

If  I  can  give  you  a  brief  introduction  of  each  of  our  witnesses 
we'll  then  go  first  in  order.  Aleda  Loughman  is  president  of 
SOMAT  Corporation  of  Coatesville,  which  produces  waste  reduction 
technologies.  And  that's  certainly  an  area  where  I  want  the  United 
States  to  be  in  the  front  line  and  not  find  our  foreign  competitors 
doing  all  the  exporting  and  importing  here. 

Kodjo  Sevon  is  president  of  Manguier  Marketing  of  Philadelphia 
which  exports  clothes  and  food  items  to  Africa.  It's  a  special  inter- 
est of  mine  since  I  was  head  of  the  Peace  Corps  in  Africa  from  1962 
to  1964  and  visited  most  African  countries  then. 

Finally,  Bob  Cotten  is  president  of  Bob  Cotten  Gourmet  Special- 
ties of  Stowe.  He  came  in  from  a  trade  exhibit  in  Atlantic  City  for 
this.  And  I  need  him  on  that  front  line,  too.  So,  I  appreciate  your 
time  this  morning.  He  produces  baked  goods  and  deserts  for  ex- 
ports, but  he  didn't  bring  any  for  us  today. 

Mr.  Cotten.  Didn't  have  a  big  enough  truck. 

The  Chairman.  Aleda,  if  you  will  start.  Your  full  statements  will 
be  in  the  record,  and  I  appreciate  your  trying  to  stay  within  the 
time  limits. 

STATEMENT  OF  ALEDA  P.  LOUGHMAN,  PRESIDENT,  SOMAT 
CORPORATION,  COATESVTLLE,  PA 

Ms.  Loughman.  Thank  you,  Senator  Wofford.  SOMAT  Corpora- 
tion was  founded  in  1950  by  a  German  inventor  who  was  40  years 
ahead  of  his  time.  He  cared  about  the  environment.  He  was  ap- 


palled  at  the  waste  that  he  saw  in  this  country.  What  evolved  from 
his  early  attempts  to  make  people  care  about  waste  and  the  envi- 
ronment were  the  systems  that  we  manufacture  today. 

For  the  food  service  industry,  specifically  for  institutional  type 
feeding  operations,  such  as  hospitals,  schools,  colleges  and  even  ca- 
sinos, we  manufacture  waste  reduction  systems.  These  systems 
process  food  service  wastes,  paper,  plastic,  foil,  food,  et  cetera,  in 
a  pulping  tank.  We  pump  the  resultant  slurry  by  pipeline  to  the 
Hydro-Extractor.  The  Hydro-Extractor  separates  the  solids  and 
then  recirculates  the  water  back  for  reuse  and  discharges  the  solids 
in  the  form  of  a  compact  moist  pulp. 

We  further  developed  the  Hydro-Extractor  portion  of  our  system 
for  dewatering  wastewater  treatment  plant  sludges  as  well  as 
many  industrial  sludges,  particularly  those  found  in  food  process- 
ing operations. 

One  of  the  things  I  did  as  president  was  to  draw  up  the  long 
range  business  plan.  Before  you  think  about  going  global  you  really 
must  know  yourself.  You  must  know  who  you  are,  what  your  mar- 
ket is,  who  your  customers  are,  where  your  products  best  fit  and 
know  what  you  would  like  to  achieve  over  the  next  years. 

Through  the  process  of  putting  together  a  growth  plan  you  come 
up  with  many  unknown  factors,  particularly  with  regard  to  the  ex- 
port market.  I  think  you  do  the  same  thing  to  answer  these  un- 
knowns as  you  would  do  for  some  that  might  be  more  easy  to  relate 
to. 

If  you're  building  a  product  that  needs  to  be  welded,  you  don't 
have  to  be  a  welder,  you  hire  a  good  welder.  So,  when  you  have 
unknowns  about  how  and  where  you  could  apply  your  products  in 
the  global  market,  you  hire  an  expert. 

We  contracted  the  Wharton  Export  Network  and  had  them  con- 
duct two  different  market  research  programs  for  us,  one  for  the  Eu- 
ropean market  and  one  for  the  Pacific  rim  market.  The  Wharton 
reports  gave  us  an  excellent  comprehensive  guideline  as  to  what  we 
should  do,  which  countries  would  offer  the  best  opportunities  and 
why,  how  to  find  distribution  and  even  what  areas  to  shy  away 
from. 

As  a  relatively  small  company  with  a  lot  of  home  grown  person- 
nel, we  didn't  have  anyone  to  head  up  an  international  movement. 
We  had  had  some  experience  in  a  very  specific  market,  the  food 
service  industry. 

In  1986  we  learned  of  new  international  maritime  regulations 
that  were  being  put  into  effect,  which  would  force  all  sea  going  ves- 
sels to  install  waste  handling  systems  on  board  as  they  could  no 
longer  be  allowed  to  dump  their  trash  overboard.  We  were  fortu- 
nate in  making  inroads  into  this  market  and  currently  have  sys- 
tems on  over  50  large  cruise  ships  with  many  more  specified  and, 
in  fact,  several  on  order. 

Through  our  cruise  ship  business  we  received  some  exposure  to 
the  European  market  place,  just  enough  for  us  to  know  we  didn't 
know  how  to  approach  the  foreign  markets  without  some  guidance. 
So,  back  to  the  same  idea.  If  you  don't  know  how  to  weld,  you  hire 
a  welder.  If  you  don't  know  the  international  market,  you  hire 
someone  who  does. 


We  hired  an  individual  who  had  over  25  years  of  international 
marketing  experience,  Ron  Alonzo.  And  we  have  now  set  up  dis- 
tributors in  the  Pacific  rim  and  have  worked  closely  with  them  to 
give  them  sales  training  and  service  training. 

Recently  we  completed  the  development  of  a  new  product.  As  I 
explained  earlier,  most  of  our  food  service  reduction  systems  were 
geared  to  large  institutional  type  food  service  operations.  The  new 
product  we  have  developed  is  geared  to  the  commercial  operations, 
which  are  by  far  the  largest  segment  of  this  industry. 

There  is  a  particularly  high  interest  in  this  product  in  Japan. 
There  are  more  restaurants  in  Japan  than  there  are  in  the  United 
States.  And  they  have  no  space,  they  have  no  landfills,  so  waste  re- 
duction systems  and  equipment  is  particularly  critical  there.  And 
we  will  be  exhibiting  our  new  product  in  food  service  trade  shows 
in  Singapore  in  April  and  then  in  Japan  next  October. 

We  have  had  relatively  little  experience  in  working  with  govern- 
ment agencies  toward  developing  our  export  market  and  not  all  of 
it  has  been  positive.  Over  the  past  years,  I  periodically  received  in- 
formation from  the  Department  of  Commerce  offering  to  distribute 
our  literature  at  international  trade  shows  for  a  fee. 

On  several  occasions  we  signed  up  for  this  kind  of  distribution 
and  there  were  few,  if  any,  responses.  A  few  years  ago,  I  was  at- 
tending a  cruise  ship  trade  show  in  Hamburg,  Germany,  and  hap- 
pened to  notice  a  Department  of  Commerce  booth  with  literature 
from  various  companies  in  the  United  States.  I  stopped  by  the 
booth  just  to  see  how  it  was  being  handled. 

The  only  person  in  the  booth  was  a  German  lady.  I  asked  her  if 
there  were  any  U.S.  companies  represented  there  who  dealt  with 
waste  handling  equipment.  She  as  much  as  told  me  she  didn't 
know,  but  I  was  welcome  to  look  for  myself. 

More  recently  we  paid  a  fee  to  enter  a  gold  key  program  in  an 
attempt  to  locate  distributors  in  Singapore  and  Mexico.  We  pro- 
vided the  profile  forms  given  to  us  by  the  Department  of  Commerce 
along  with  our  literature.  Since  we  have  products  for  two  totally 
different  market  places  and  have  two  different  sets  of  literature,  we 
submitted  both. 

For  whatever  reason,  our  food  service  literature  was  given  to  peo- 
ple who  operate  wastewater  treatment  plants.  Our  sludge 
dewatering  literature  was  given  to  people  who  operate  food  service 
facilities.  This  happened  in  Mexico  and  in  Singapore. 

Despite  this  we  did  get  two  or  three  potential  distributors,  but 
we  learned  that  the  people  distributing  our  literature  were  local 
people  who  did  not  understand  American  business  and  obviously 
did  not  pay  much  attention  to  what  we  had  submitted. 

On  a  more  local  level,  we  have  had  some  assistance  from  the 
Chester  County  International  Initiative  and  have  obtained  contacts 
from  people  in  Taiwan.  And  we're  still  working  with  them  in  other 
areas. 

Through  the  Philadelphia  Industrial  Development  Corporation 
we  have  had  inquiries  from  people  in  Spain  looking  for  environ- 
mental products  and  we  have  some  ongoing  communication  there. 
Also  through  PIDC,  we  attended  a  business  round  table  which  led 
to  contacts  for  distribution  for  our  sludge  dewatering  products  in 


Latin  America.  We  actually  have  realized  some  sales  from  one  of 
these  distributors. 

Overall  based  on  our  very  limited  experience,  we  get  the  feeling 
that  the  Federal  Government  people  we  have  worked  with  are  reac- 
tive, not  proactive.  The  local  people  we  have  worked  with  have 
been  more  proactive  and  more  helpful. 

We  believe  that  the  advances  with  NAFTA  and  GATT  will  help 
remove  some  of  the  trade  barriers,  but  we,  along  with  other  small 
businesses,  could  use  some  help  in  knowing  how  small  business  can 
take  advantage  of  these  new  opportunities. 

We  have  significant  confidence  in  our  own  abilities  and  are  pre- 
dicting that  we  will  experience  steady  and  substantial  growth  over 
the  coming  years. 

We  are  forecasting  that  we  will  increase  our  sales  from  our  cur- 
rent level  of  $7  million  a  year  to  over  $15  million  by  the  end  of 
1996.  The  most  significant  factor  in  this  projected  growth  is  in 
international  sales,  which  we  expect  will  more  than  triple. 

Thank  you  very  much. 

[The  prepared  statement  of  Ms.  Loughman  follows:] 

Prepared  Statement  of  Aleda  P.  Loughman,  Somat  Corporation 

First  of  all,  let  me  make  certain  that  I  don't  start  out  with  any  misunderstand- 
ings. I  am  not  an  export  expert.  What  I  can  do  is  give  you  a  brief  background  on 
Somat  Corporation  and  tell  you  what  steps  we  took  to  get  into  the  global  market- 
place. 

Somat  Corporation  was  founded  in  1950  by  a  German  inventor  who  was  40  years 
ahead  of  his  time.  He  cared  about  the  environment,  and  he  was  appalled  at  the 
waste  that  he  saw  in  this  country.  In  his  mind,  all  waste  could  be  recycled  and  re- 
used. What  evolved  from  his  early,  rather  futile,  attempts  to  make  people  care  about 
waste  and  the  environment  were  the  systems  that  we  manufacture  today.  For  the 
foodservice  industry,  and  most  specifically  for  institutional -type  feeding  operations 
such  as  hospitals,  schools,  colleges  and  even  casinos,  we  manufacture  a  waste 
pulping  system.  Ideally,  the  pulpers  are  placed  under  the  dish  table  in  the  dishwash 
room  of  the  kitchen  where  it  receives  all  the  foodservice  waste  (paper,  plastic,  foil, 
food,  etc.).  This  material  is  ground  under  water  in  the  pulping  tank  into  a  fine  slur- 
ry, which  is  then  pumped  dv  pipeline  to  the  dewatering  unit,  which  we  call  the 
Hydra-Extractor.  The  Hydra-Extractor  separates  the  solids  and  recirculates  the  liq- 
uids through  a  separate  pipeline  back  to  the  pulper  for  reuse.  The  solids  are 
squeezed  and  discharged  into  the  form  of  a  compact  moist  pulp. 

Some  years  later,  we  further  developed  the  dewatering  portion  of  our  systems  and 
came  up  with  a  unit  for  dewatering  sludge  at  waste  water  treatment  plants.  We  also 
learned  that  this  same  type  dewatering  device  could  be  used  for  dewatering  many 
industrial  sludges,  particularly  those  found  in  food  processing  operations  such  as  po- 
tato chip  manufacturers. 

Over  the  many  years  that  this  Company  was  in  business,  this  pulping  and 
dewatering  concept  was  applied  in  a  multitude  of  marketplaces.  Because  we  are  still 
a  relatively  small  company,  a  few  years  ago  we  started  targeting  our  markets  to 
very  specific  market  niches  where  we  could  do  a  good  job,  rather  than  trying  to  be 
all  things  to  all  people. 

One  of  the  first  things  that  I  did  when  I  took  the  position  I  hold  today  was  to 
draw  up  a  3-year  plan.  The  first  thing  you  have  to  do  before  you  think  about  going 
global  is  to  really  know  yourself,  know  who  you  are,  know  what  your  market  is,  who 
your  customers  are,  where  your  products  best  fit,  and  know  what  you  would  like 
to  achieve  over  the  next  3  to  5  years. 

Through  the  process  of  putting  together  a  growth  plan,  you  will  come  up  with 
many  unknown  factors,  particularly  with  regard  to  the  export  market.  Your  un- 
knowns might  be  as  basic  as  not  knowing  whether  your  products  are  even  needed 
in  foreign  marketplaces.  Perhaps  your  products  would  be  needed  in  the  European 
Market  but  not  in  South  Africa.  Perhaps  they'd  be  needed  in  one  country  ana  not 
so  much  in  another.  There  is  the  question  of  how  you  will  sell  to  the  foreign  market- 
places. Will  you  hire  people  to  handle  all  of  your  sales  as  direct  employees,  or  will 
you  be  seeking  some  type  of  sales  representation.  How  will  you  be  distributing  your 
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products?  Will  you  set  up  a  manufacturing  operation  overseas?  Or  will  you  tie  up 
with  someone  to  whom  you  would  give  a  franchise?  The  unknowns  are  many,  and 
they  are  varied. 

I  think  you  do  the  same  thing  to  answer  these  unknowns  as  you  would  do  for 
some  that  are  more  easy  to  relate  to.  If  you  need  to  install  a  new  computer  system, 
you  don't  have  to  be  an  expert  computer  programmer,  you  iust  have  to  know  what 
end  result  you're  looking  for  and  you  hire  an  expert  to  do  the  work.  If  you're  build- 
ing your  product  that  requires  welding,  you  surely  don't  have  to  be  a  welder  in  order 
to  make  certain  that  you  get  an  end  product  that  has  the  appearance  that  you  need 
and  the  strength  for  a  weld  to  survive  when  the  product  is  put  to  use. 

So  when  you  have  unknowns  about  how  and  where  you  could  apply  your  products 
in  the  global  market,  you  hire  an  expert.  There  are  many  directions  you  can  take. 
There  are  large  companies  who  will  do  market  research  and  give  you  a  report  for 
which  you  will  pay  $50,000  to  $100,000,  or  you  can  do  what  we  did.  We  couldn't 
afford  those  large  companies,  but  fortunately  for  us,  we  learned  of  the  Wharton  Ex- 
port Network,  and  we  contacted  Hans  Koehler.  His  group  did  two  different  market 
research  programs  for  us — one  for  the  European  Market  and  one  for  the  Pacific  Rim 
Market.  In  my  opinion,  and  in  the  opinion  of  others  who  know  marketing  better 
than  I  do,  these  reports  were  outstanding  and  comparable  to  those  that  cost  10 
times  or  more  as  much  as  this  cost. 

The  Wharton  Reports  really  gave  us  good  guidelines  as  to  what  we  should  do, 
which  countries  would  be  the  best  targets  and  why,  how  to  find  distribution,  what 
areas  to  shy  away  from.  It  was  an  excellent  comprehensive  guideline  to  get  us  start- 
ed. 

Once  we  knew  what  we  wanted  to  do  and  had  a  good  idea  of  how  we  should  ap- 
proach the  global  market,  at  least  the  Asian  and  European  Markets,  we  had  another 
problem.  As  a  relatively  small  company  with  a  lot  of  homegrown  personnel,  we 
didn't  have  anyone  to  head  up  the  international  movement. 

We  had  had  some  experience  in  a  very  specific  market,  the  cruise  ship  industry. 
In  1986  we  were  approached  by  a  Norwegian  company  which  manufactures  inciner- 
ators. They  told  us  of  new  international  maritime  regulations  that  were  being  put 
into  effect  within  the  next  couple  of  years  and  which  would  force  all  seagoing  vessels 
to  install  waste  handling  systems  on  board  as  they  would  no  longer  be  allowed  to 
dump  trash  overboard.  This  company  wanted  to  offer  our  waste  pulping  systems  for 
the  foodservice  waste  on  the  cruise  ships  as  they  were  offering  a  total  waste  han- 
dling package  to  the  cruise  ship  industry  including  the  incinerators  they  manufac- 
ture and  some  can  and  bottle  crushers.  As  a  result  of  this  relationship,  we  were  able 
to  make  inroads  into  the  cruise  ship  market.  We  currently  have  systems  on  approxi- 
mately 50  large  cruise  ships,  with  many  many  more  specified. 

Through  our  cruise  ship  business,  we  did  receive  some  exposure  to  the  European 
Marketplace,  just  enough  for  us  to  know  we  wouldn't  know  how  to  approach  the  for- 
eign markets  without  some  guidance. 

We've  all  heard  the  horror  stories  of  what  can  go  wrong  if  you  don't  know  the 
cultures  you  are  dealing  with.  Japan  is  different  from  France  which  is  different  from 
Germany  which  is  different  from  Hong  Kong,  and  they're  all  different  from  the 
U.S.A.  There  are  so  many  things  you  need  to  be  sensitive  to.  In  the  U.S.A.  we  are 
very  much  prone  to  using  someone's  first  name  the  minute  we  meet  them  or  slap- 
ping them  on  the  back.  In  some  countries  both  of  these  things  are  taboo  and  might 
be  taken  as  an  insult,  and  we  all  know  what  happens  if  you  insult  a  potential  cus- 
tomer— they  are  no  longer  a  potential  customer. 

So  go  back  to  the  same  idea  .  .  .  if  you  don't  know  how  to  weld,  you  hire  a  welder; 
if  you  don't  know  the  international  market,  you  hire  someone  who  does.  And  there 
are  some  good  ones  out  there.  Because  of  the  recession,  a  lot  of  companies  cut  back 
their  staff.  In  my  opinion  several  of  them  made  the  big  mistake  of  cutting  back  their 
international  personnel.  Their  salaries  aren't  low,  and  their  travel  expenses  are 
high,  so  it  was  an  easy  way  to  immediately  cut  some  overhead,  but  they  sure  set 
themselves  back  in  their  growth  plans  when  they  did  this.  You  can't  substitute  their 
experience,  and  once  you've  hired  them,  you  have  to  give  them  some  space  and  give 
them  your  total  support.  Don't  expect  them  to  triple  your  business  overnight;  let 
them  set  up  the  distribution;  let  them  guide  your  marketing  plans.  And  you  will 
find,  as  we  are,  they  not  only  will  help  you  develop  new  markets  in  foreign  countries 
but  will  bring  a  fresh  approach  and  new  ideas  for  your  domestic  market. 

Be  careful  of  the  multitude  of  companies  out  there  who  will  tell  you  they  will  do 
it  all  for  you— market  research,  sales,  distribution,  everything.  They're  good  sales 
people,  at  least  in  so  far  as  to  convincing  you  that  they  can  sell  your  product  all 
over  the  world.  There  might  be  a  very  few  who  can,  and  I'm  certain  this  depends 
on  your  product,  but  do  your  homework  and  check  them  out,  at  least  as  carefully 
as  you  would  check  out  a  top  manager  that  you  are  about  to  hire.  Because  if  you 


do  it  wrong,  you  may  not  soon  get  a  chance  to  go  back  and  try  again,  so  it's  impor- 
tant, in  my  opinion,  that  you  hire  an  experienced  person  and  you'll  be  way  ahead 
of  anyone  who  is  trying  to  do  it  themselves  or  work  through  an  export  company  with 
many  clients,  who  will  not  give  your  product  the  concentrated  attention  it  deserves. 
Just  over  2  years  ago,  we  hired  an  individual  with  over  25  years  of  international 
marketing  experience.  His  name  is  Ron  Alonzo.  Since  he  has  been  with  us,  we  have 
set  up  distributors  in  the  Pacific  Rim  and  have  worked  closely  with  them  to  give 
them  both  sales  training  and  service  training.  This  training  is  an  ongoing  process 
and  does  require  a  commitment  on  for  part  to  maintain  close  contact  with  these  dis- 
tributors. 

We  have  also  completed  the  development  of  a  new  product.  As  I  explained  earlier, 
most  of  our  foodservice  pulping  systems  were  geared  to  the  large  institutional-type 
foodservice  operations.  The  new  product  that  we  have  developed  is  geared  to  the 
smaller  operations,  which  are  by  far  the  largest  segment  of  the  foodservice  industry. 
We  introduced  this  product  at  a  foodservice  tradeshow  in  September,  and  the  re- 
sponse was  tremendous.  There  is  a  particularly  high  interest  in  this  product  in 
Japan.  It  is  probably  not  a  well-known  fact,  but  it  is  a  fact  that  there  are  more  res- 
taurants in  Japan  than  there  are  in  the  United  States.  They  don't  have  space,  land- 
fills, etc.,  so  waste  reduction  equipment  is  particularly  critical  for  the  Japanese  mar- 
ket. We  will  be  exhibiting  this  new  product  at  a  foodservice  tradeshow  in  Singapore 
in  April  and  in  October  in  Japan. 

We  have  had  relatively  little  experience  in  working  with  government  agents  to- 
ward developing  our  export  market,  and  not  all  of  it  has  been  positive.  Over  the 
past  several  years,  on  more  than  one  occasion,  I  received  information  from  the  De- 
partment of  Commerce  offering  to  distribute  our  literature  at  an  international 
tradeshow  for  a  fee,  and  on  several  occasions  we  signed  up  for  this  kind  of  literature 
distribution.  There  were  few,  if  any,  responses.  A  few  years  ago  I  was  attending  a 
cruise  ship  tradeshow  in  Hamburg,  Germany  and  happened  to  notice  a  Department 
of  Commerce  Booth  with  literature  from  various  companies  in  the  U.S.  I  stopped 
by  the  booth  to  see  how  it  was  being  handled.  The  only  person  in  the  booth  was 
a  German  lady  who  did  speak  English.  I  asked  her  if  there  were  any  U.S.  companies 
represented  there  who  dealt  with  waste  handling  equipment.  She  as  much  as  told 
me  she  didn't  know  but  that  I  was  welcome  to  look  for  myself  at  the  literature  on 
display. 

More  recently,  we  paid  a  fee  to  enter  a  gold  key  program  in  an  attempt  to  locate 
distributors  in  Singapore  and  Mexico.  We  provided  the  profile  forms  given  to  us  by 
the  Department  of  Commerce,  along  with  literature.  Since  we  have  products  for  two 
totally  different  marketplaces  and  had  two  different  sets  of  literature,  we  submitted 
both.  For  whatever  reason,  our  foodservice  literature  was  given  to  people  who  oper- 
ate waste  water  treatment  plants;  our  sludge  dewatering^  literature  was  given  to 
Beople  who  operate  foodservice  facilities.  This  happened  in  Mexico  and  in  Singapore, 
lespite  this,  we  did  get  two  or  three  potential  distributors.  What  we  learned  is  that 
the  people  distributing  the  literature  were  local  people,  not  American  citizens,  who 
did  not  understand  American  business  procedures  and,  obviously,  didn't  pay  much 
attention  to  the  information  we  submitted. 

A  few  years  ago  there  was  a  young  man  with  the  local  Department  of  Commerce 
who  called  on  us  and  gave  every  indication  that  we  could  receive  considerable  help. 
He  has  since  been  transferred,  and  we  haven't  heard  from  his  replacement. 

On  a  more  local  level,  we  have  had  some  assistance  from  the  Chester  County 
International  Initiative,  headed  by  Homa  Tavangar.  We  have  obtained  some  con- 
tacts with  people  in  Taiwan  and  are  still  working  with  the  Chester  County  Inter- 
national Initiative  in  other  areas.  In  fact,  our  Vice  President  of  Marketing  has  been 
asked  to  serve  on  the  Board  of  this  organization. 

Through  the  Philadelphia  Industrial  Development  Corporation,  we  also  had  an  in- 
quiry from  the  Basque  people  in  Spain  looking  for  environmental  products  and  have 
had  some  ongoing  communication  there,  but  nothing  has  been  finalized.  Also 
through  PIDC  we  went  to  a  business  roundtable  which  led  to  contacts  for  distribu- 
tion for  our  dewatering  products  in  Latin  America  and  have  actually  realized  some 
sales  from  one  of  these  distributors. 

Overall,  and  based  on  very  limited  experience,  we  get  the  feeling  that  the  Federal 
Government  people  are  reactive,  not  proactive.  The  County  and  State  people  we 
have  worked  with  have  been  proactive  and  more  helpful. 

We  also  believe  that  the  advances  with  NAFTA  and  GATT  will  help  to  remove 
some  of  the  trade  barriers,  but  we,  along  with  other  small  businesses,  could  cer- 
tainly use  some  help  in  knowing  how  small  business  can  take  advantage  of  this  situ- 
ation. We  don't  have  the  dollars  the  big  companies  have,  with  teams  of  people  avail- 
able to  develop  export  markets.  Our  people  have  to  wear  lot  of  hats  and  we  could 
use  some  help  in  getting  some  of  these  doors  opened. 
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We  have  significant  confidence  in  our  own  abilities  and  are  predicting  that  we  will 
experience  steady  and  substantial  growth  over  the  next  3  years.  We  are  forecasting 
that  we  will  increase  our  sales  from  our  current  level  of  $7,000,000  a  year  to  over 
$15,000,000  by  the  end  of  1996.  The  most  significant  factor  in  this  projected  growth 
is  in  our  international  sales  which  we  expect  will  more  than  triple.  This  increase 
will,  of  course,  require  an  increase  in  employment  with  our  company.  Within  the 
past  few  months,  we  have  gone  from  50  employees  to  55  employees.  This  is  not  a 
significant  number,  but  it  is  a  10  percent  increase.  Over  the  next  3  years,  we  expect 
that  we  will  at  least  increase  by  another  25  percent  or  approximately  15  more  em- 
ployees. 

The  Chairman.  I'll  hold  my  questions  until  all  three  of  you  have 
spoken. 
Mr.  Sevon. 

STATEMENT  OF  KODJO  SEVON,  PRESIDENT,  MANGUIER 
MARKETING,  INC.,  PHILADELPHIA,  PA 

Mr.  Sevon.  My  company  is  called  Manguier  Marketing,  Incor- 
porated. It  is  currently  based  at  3114  Spring  Garden  Street  in 
Philadelphia,  PA.  The  company's  primary  purpose  is  to  engage  in 
international  trade,  specifically  selling  U.S.  and  Pen  n  sylvan  i  an  - 
made  products  to  African  markets. 

The  initial  products  I  supplied  were  influenced  by  traders 
throughout  Africa  who  have  sent  requests  for  many  other  commod- 
ities forcing  Manguier  Marketing  to  be  not  only  a  major  used- 
clothes  exporter  but  an  imposing  trading  enterprise  for  all  commod- 
ities. 

Other  commodities  identified  for  export  include  food  items  such 
as  rice,  wheat  flour,  frozen  meat  products,  chemical  products,  com- 
puter and  office  supplies. 

Manguier  Marketing  has  already  positioned  itself  as  one  of  the 
major  used  clothes  exporting  companies  in  Pennsylvania.  During 
the  initial  year  of  operation,  Manguier  has  generated  eight  full- 
time  jobs.  The  company  has  already  received  a  number  of  purchase 
orders  and  shipped  goods  to  customers  in  the  African  countries  of 
Benin,  Ivory  Coast,  Ghana,  Gabon,  Mali,  Niger,  Kenya,  Togo,  Cam- 
eroon, Congo  and  Zaire. 

Manguier's  initial  target  market  was  Togo,  my  country  of  birth, 
but  word  quickly  spread  in  the  whole  continent  of  Africa  about  my 
export  activities.  And  Manguier  has  been  flooded  with  requests 
from  all  of  Africa. 

Manguier  is  a  corporation  established  and  operated  under  the 
laws  of  the  Commonwealth  of  Pennsylvania.  The  company,  as  I 
said,  is  owned  100  percent  by  me.  It  was  incorporated  in  1992  and 
was  in  operation  immediately.  The  company  was  created  for  the 
purpose  of  engaging  primarily  in  international  trade,  meaning  sell- 
ing and  exporting  of  U.S.  goods  and  Pennsylvanian-made  products 
to  Africa  and  to  other  parts  of  the  world. 

Since  its  inception,  the  company  has  been  successful  in  establish- 
ing solid  relationships  with  several  African  countries  and  cus- 
tomers including  wholesalers,  manufacturers  and  others  in  the  sale 
and  distribution  of  customer  products. 

Since  1992,  the  firm's  main  focuses  have  been  placed  on  finding 
new  target  markets  for  U.S.  goods,  particularly  American  style 
clothing  and  continuing  to  establish  meaningful  business  relation- 
ships with  potential  African  customers. 
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Consequently,  I  have  invested  much  of  my  time  and  efforts  into 
securing  letters  of  intent  from  importers  all  over  Africa.  Thus,  I 
spend  approximately  $8,000  in  trade  development  and  promotional 
activities  for  marketing-related  efforts  throughout  Africa. 

As  a  direct  and  continual  result  of  my  efforts  I  have  been  receiv- 
ing orders  from  Africa  for  used  clothes  and  many  other  U.S.  prod- 
ucts and  have  quickly  found  willing  and  able  suppliers  right  near 
the  Southern  Pennsylvania  location  of  my  business. 

However,  due  to  the  present  lack  of  space  I  have  been  fulfilling 
these  orders  very  slowly.  Currently,  my  company  is  exporting  a 
great  deal  of  items  to  several  African  countries  and  has  received  a 
number  of  commitment  letters  for  used  clothes  and  shoes. 

My  company,  in  a  joint  effort  with  Dean  Shoes  Manufacturing 
Company,  the  largest  shoe  manufacturer  in  New  Jersey,  has  sent 
factory  rejected  shoes  to  Togo,  Ghana  and  Gabon  for  school  opening 
in  September. 

I  am  currently  talking  to  Cannon  Corporation  in  North  Carolina 
about  the  possibility  of  supplying  hotels  in  Africa  with  Cannon  bed 
sheets  and  towels.  On-hand  experience  has  allowed  me  to  see  that 
U.S.  companies  tend  to  neglect  Africa  despite  a  great  demand  for 
U.S.  made  products  over  there. 

I  have  been  filling  these  voids  by  shipping  tons  of  U.S.  made 
clothes  to  Africa.  If  I  had  been  able  to  secure  additional  financing, 
my  company  could  have  doubled  its  sales  for  the  past  ten  months. 
This  business  offers  the  opportunity  to  return  every  dollar  invested 
at  least  four  times  within  the  calendar  year.  As  a  result,  a  $25,000 
loan  or  grant  could  generate  a  minimum  of  $100,000  in  sales  with- 
in a  12-month  period. 

I  can't  hide  that  my  company  currently  has  a  need  for  loans  or 
grants  and  the  reasons  for  these  needs  are  as  follows:  Recent  presi- 
dential elections  in  many  African  countries  have  caused  social  dis- 
turbance and  have  shaken  up  the  political  atmosphere  throughout 
the  continent.  Second  reason,  the  frank,  which  is  the  currency  for 
17  African  nations,  was  devaluated  100  percent  effective  January 
4,  1994.  That  devaluation  has  considerably  diminished  the  pur- 
chasing power  of  my  entire  clientele. 

Regardless  of  the  prevailing  social  political  atmosphere  in  Africa, 
the  continent  imports  about  95  percent  of  all  goods  or  merchandise 
on  any  given  day.  I  plan  to  take  full  advantage  of  the  huge  import 
market  by  exporting  a  variety  of  goods  to  various  countries. 

Based  on  this,  coupled  with  demand  and  the  realistic  projected 
income,  I'm  confident  that  the  repayment  of  the  loan,  if  I  do  get 
one,  will  not  create  any  hardship  on  the  loaner.  My  primary  plan 
was  to  start  my  operation  in  Togo,  serving  approximately  five  mil- 
lion people,  but  the  depression  has  quickly  covered  the  entire 
Agulhas  region.  Agulhas  is  comprised  of  16  countries  with  a  popu- 
lation of  200  million  people. 

My  plans  are  now  to  continue  to  expand  to  supply  the  entire  con- 
tinent of  Africa.  And  during  the  operations,  business  is  usually  con- 
centrated in  the  big  cities  of  Africa  such  as  Abuja,  Accra,  Bamako, 
Lome,  Quagadougou,  Kinshasa,  which  have  the  largest  metropoli- 
tan areas  in  South  Africa.  These  areas  not  only  contain  the  largest 
urban  African  population,  but  they  also  have  the  most  reliable 
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highway  system  which  makes  them  the  commercial  base  of  the  con- 
tinent. 

As  far  as  location  is  concerned,  Manguier  has  less  interest  of  the 
area  with  respect  to  the  exports  to  Africa.  No  company  in  this  loca- 
tion is  known  to  be  engaged  in  the  exportation  of  clothes  and  foods 
to  Africa.  And  in  the  United  States  as  a  whole,  trade  activities  with 
subsaharan  Africa  are  in  cooperation  with  Europe  and  Asia. 

Thank  you. 

The  Chairman.  Thank  you.  Aleda  Loughman  says  that  when  you 
don't  know  something  you  hire  an  expert  and  you  try  to  find  the 
person  who  can  help  you  do  it.  I  presume  you  speak  French  as  a 
native  language.  I  noticed  you  were  a  school  teacher  before  you 
came  to  the  United  Nations. 

You  came  from  Togo,  a  French  speaking  country.  It  was  the  first 
country  I  negotiated  a  Peace  Corps  program  in.  I,  in  a  Jeep,  used 
to  claim  that  I  rode  every  road  in  Togo  in  1961  from  Mongo  to  the 
Congo  et  cetera,  et  cetera,  et  cetera. 

But  the  point  I'm  pointing  out  is  that  half  of  subsaharan  Africa 
speaks  French  as  its  language  of  official  expression  in  business.  I 
negotiated  the  Peace  Corps  program  in  very  bad  French,  but  I 
would  think  that  one  of  the  problems  of  exporting  to  that  half  of 
Africa  is  the  knowledge  of  French,  which  is  an  expertise  that  you 
have. 

Mr.  Cotten. 

STATEMENT  OF  BOB  COTTEN,  PRESIDENT,  BOB  COTTEN 
GOURMET  SPECIALITIES,  STONE,  PA 

Mr.  Cotten.  Thank  you,  Senator  Wofford.  And  thank  you  for  in- 
viting me  to  be  here.  I  attend  with  a  warning  that  I'm  a  very  small 
business  and  there  are  much  bigger  fish  in  the  pond  than  we  are. 
But  we've  been  exporting  now  for  about  four  years  into  France,  pri- 
marily because  the 

The  Chairman.  Gourmet  specialties  to  France? 

Mr.  Cotten.  Let  me  explain.  This  is  not  really  "Coals  to  New- 
castle." It's  unique  because  the  distributor  that  we  have  in  France 
focuses  entirely  upon  American  specialty  food  products.  He  has,  for 
example,  California  wine,  Texas  beer,  bagels,  tacos  and  pecan  pie. 

The  Chairman.  Apple  pie? 

Mr.  Cotten.  Well,  we  ship  a  cheese  cake  and  a  carrot  cake,  a 
pecan  pie  and  a  key  lime  pie.  It  started  off  with  just  pecan  pie  and 
it's  expanded  over  the  four  years,  so  now  he  has  four  items. 

So,  I  assume  that  next  year  we'll  get  something  new  in  there.  I 
plan  to  go  see  it  in  October  and  further  boost  my  existing  base  of 
business  in  France. 

He  covers  the  whole  country.  And  as  I  say,  he's  uniquely  situated 
to  do  the  business  that  he  does.  Many  people  don't  realize  it  but 
the  fastest  growing  segment  in  the  restaurant  business  in  France 
is  Tex-Mex  and  they  really  go  nuts  over  it.  I  don't  know  if  it's 
expartriate  Americans  or  the  French  have  just  lost  it  on  food.  But 
be  that  as  it  may,  it's  good  for  us.  And  we  have  a  good  relationship 
with  him. 

The  Chairman.  Who  is  the  him  again? 
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Mr.  Cotten.  It's  Selected  Distributors  and  Vintners  in  Cognac. 
And  they  have  their  principal  freezer  and  distributor  space  in 
Paris. 

The  Chairman.  How  did  you  find  them? 

Mr.  Cotten.  Well,  this  is  a  roundabout  story,  because  Pete 
Witmer  from  the  Department  of  Agriculture  sort  of  found  me  and 
I  wasn't  in  a  go  mode  to  export.  At  that  time,  we  were  struggling 
to  survive  just  as  a  business  and  try  to  make  it  from  day  to  day. 

But  Peter  took  the  time  to  come  see  us  and  we  had  lunch  to- 
gether and  had  a  good  day  together.  He  looked  at  our  plant  and 
said,  you  know,  you  really  ought  to  go  to  this  show  in  Boston.  I 
think  it  was  the  National  Association  of  State  Departments  of  Agri- 
culture Show  in  Boston  at  that  time.  I'm  not  sure  that  organization 
still  exists. 

The  Chairman.  He  was  with  the  U.S.  Department  of  Agri- 
culture? 

Mr.  Cotten.  No.  He  was  with  the  Pennsylvania  State  Depart- 
ment of  Agriculture.  I'm  sorry,  good  for  you.  I  need  to  have  that 
straight  in  the  record.  Anyway,  Peter  was  instrumental  in  getting 
us  to  Boston.  And  what  this  involved  was  they  would  pay  part  of 
the  cost  of  the  exhibition.  It's  quite  expensive  to  have  a  booth 
there,  eight  or  nine  thousand  dollars. 

Our  little  company  couldn't  afford  that  sort  of  outlay.  We  could 
afford  to  go  there.  We  could  afford  to  get  the  product  there,  but  we 
couldn't  afford  to  pay  for  the  price  of  the  booth.  So,  what  the  De- 
partment of  Agriculture  did  was  pay  for  the  booth. 

That  was  pretty  cut  and  dried  and  very  simple  and  easy  to  un- 
derstand. There  wasn't  a  lot  of  record  keeping  so  we  were  happy 
to  go  there.  Oddly  enough  while  we  were  there  this  distributor,  the 
Frenchman  came  by  the  booth.  And  unbeknownst  to  me  he  tasted 
the  pie.  He  liked  it  very  much  and  he  went  back  to  France.  That 
was  the  end  of  that  for  a  while. 

Then  I  get  a  phone  call  one  day  about  a  year  later.  And  it's  this 
Frenchman.  He  wants  to  know  if  I  could  send  him  some  pecan  pie. 
And,  of  course,  I'm  elated,  because  I  had  figured  that  this  show  was 
a  no  deal  because  we  didn't  get  any  response  out  of  it.  But  lo  and 
behold  we  did  get  a  response  and  that  was  him. 

So,  I  think  it  was  the  following  year  that  I  took  advantage  of  an 
existing  State  Department  of  Agriculture  progam  to  attend  the 
Salon  International  de  l'Alimentation,  which  is  called  SIAL  in 
Paris.  It's  one  of  the  biggest  food  shows  in  the  world.  So,  we  were 
again  delighted  to  be  able  to  participate  in  that.  Again,  the  State 
Department  of  Agriculture  bought  the  booth. 

We  paid  to  go  there.  We  paid  for  our  hotel.  We  paid  to  make  all 
the  arrangements  for  ourselves.  I  think  we  did  contribute  a  token 
amount  to  the  booth  space,  but  anyway,  it  was  an  enabling  thing 
for  us  to  go  there  and  we  were  able  to  build  our  business  in  France 
as  a  result. 

I  want  to  put  in  the  record,  too,  that  Pennsylvania  is  in  an 
unique  position  as  far  as  exporting  food.  Because  while  I  was  in  the 
booth,  the  companies  there,  one  of  them  was  a  small  brewery  in 
Pennsylvania.  And  you  talk  about  "Coals  to  Newcastle,"  trying  to 
sell  beer  in  Europe  is  even  tougher  than  trying  to  sell  pecan  pie. 
But  this  guy  was  able  to  sell  a  container  load  of  beer  to  I  think 
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it  was  Finland  or  some  such  country.  I  can't  really  remember 
where  it  was,  but  I  said  that  he  could  sell  this  beer  to  Finland. 
Anyway,  he  has  since  developed  an  export  business  from  just  going 
to  the  food  show  in  Paris.  And  we  have,  as  I  say,  been  able  to  build 
our  business.  This  is  good  for  the  State  of  Pennsylvania  because  as 
I  told  you  in  an  earlier  letter  that  I  sent  you,  my  little  company 
uses  Pennsylvania  flour,  Pennsylvania  corn  syrup,  and  chocolate 
that's  made  in  Pennsylvania.  We  use  fresh  Pennsylvania  eggs, 
Pennsylvania  milk  and  cream  and  Pennsylvania  butter  and  you  go 
on  and  on  down  the  list.  Our  domes  are  made  in  Pennsylvania.  Our 
boxes  are  made  in  Pennsylvania.  I  think  the  ink  that  imprints  the 
boxes  is  made  in  Pennsylvania. 

So,  one  little  company  like  ours  can  have  a  far  reaching  effect  in 
many  other  companies.  The  reason  I  call  attention  to  this  fact  is 
that  I  have  a  sense  that  the  tendency  is  to  move  at  the  Federal 
level  toward  a  great  big  umbrella  thing  that  is  going  to  focus  its 
attention  on  companies  that  produce  high  tech  equipment.  Then 
they  can  say,  well,  we  have  this  company  here,  company  X,  they 
employ  5,000  people  and  they're  exporting  everything  to  Japan  or 
to  Germany. 

Well,  that's  fine  and  I'm  not  against  that  at  all.  It's  just  that 
those  5,000  people,  what  happens  if  the  contract  suddenly  is  can- 
celed and  they  are  left  high  and  dry.  Whereas  little  companies  like 
ours  feed  into  other  companies  all  over  the  State  of  Pennsylvania. 
By  doing  so,  I  think  we  cushion  the  impact  of  adverse  conditions 
trade-wise.  I  think  we  do  a  lot  to  boost  the  food  and  agricultural 
producers'  product  within  the  State  of  Pennsylvania.  Plus  we're 
bringing  money  in  from  another  country.  We're  not  just  circulating 
it  around  inside  the  State. 

So,  I  think  it  would  behoove  Washington  to  look  closely  at  that 
aspect  of  export  trade,  which  is  to  say  the  small  multi-faceted  little 
interconnecting  businesses  out  there.  There  are  many  of  them  indi- 
rectly exporting.  In  fact,  the  guy  who  makes  my  corn  syrup  and  the 
guy  who  makes  my  butter,  they're  not  exporting  but  I'm  taking 
their  product  and  I'm  exporting.  So,  I  think  there  is  a  role  to  play, 
little  companies  such  as  ours. 

And  I'm  not  putting  myself  as  an  example,  but  there  are  quite 
a  few  that  are  out  there  like  the  beer  guy,  for  example. 

The  Chairman.  Plus  if  you  add  up  all  the  small  companies  you're 
talking  about,  they  produce  most  of  the  new  jobs  in  our  society. 

Mr.  Cotten.  Yes,  and  as  they  grow  so  do  the  jobs.  And  that's 
where  the  jobs  really  are.  I  think  it's  fine  to  say  that  you've  got 
5,000  jobs  in  company  X  that  are  producing  wiring  harnesses  for 
cars,  but  you  may  have  twice  that  many  jobs  that  are  in  indirect 
ways  connected  with  exports.  I  mean,  maybe  it's  fair  to  say,  I  don't 
know,  that  somebody  in  the  place  that  makes  my  corn  syrup,  you 
could  say  l/20th  of  his  income  or  l/5th,  maybe  not  that  much,  but 
maybe  l/100th  of  his  income  perhaps  came  from  the  fact  that  I  was 
using  his  product  to  export  something  else,  a  finished  piece  of 
goods  into  France. 

[The  prepared  statement  of  Mr.  Cotten  follows:] 
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Prepared  Statement  of  Bob  Cotten,  Gourmet  Specialties 

The  following  is  a  personal  response  to  the  Report  to  the  United  States  Congress/ 
September  30,  1993:  "Toward  a  National  Export  Strategy"  as  requested  of  me  by 
the  office  of  Senator  Harris  Wofford: 

My  partner  and  I  own  a  small  food  manufacturing  business  in  Pottstown,  PA.  We 
make  pies  for  restaurants  and  institutions  and  we  sell  to  wholesale  distributors  in 
nine  states  from  Florida  northward  to  Ohio.  For  the  past  3  years  we  have  exported 
our  product  to  a  distributor  in  France.  This  amounts  to  about  10  to  15  percent  of 
our  total  sales  in  a  year.  We  continue  to  seek  markets  in  other  countries  and  last 
April  exhibited  our  pies  at  the  International  Food  Exposition  in  London. 

This  export  business  was  the  result  of  efforts  by  the  Export  Trade  Division  of  the 
Pennsylvania  Department  of  Agriculture.  Their  way  of  helping  businesses  like  ours 
is  simple:  if  we  can  pay  to  get  to  a  foreign  exhibition,  they  will  pick  up  the  cost 
of  the  booth.  A  booth  at  one  of  these  shows  costs  thousands  of  dollars  and!  prohibits 
us  from  participating  without  such  help. 

I  might  add  that  this  makes  real  good  sense  because  my  company  uses  a  number 
of  products  that  are  produced  by  Pennsylvania  agriculture.  All  our  pies  are  made 
with  Pennsylvania  butter,  Pennsylvania  flour,  Pennsylvania  corn  syrup,  Pennsylva- 
nia milk,  Pennsylvania  cream  and  cream  cheese  and  we  use  exclusively  chocolate 
made  in  Pennsylvania  and  margarine  made  in  Pennsylvania  and  boxes  made  in 
Pennsylvania  and  plastic  domes  made  in  Pennsylvania  and  we  buy  our  raw  mate- 
rials and  supplies  from  numerous  other  Pennsylvania  companies.  All  of  these 
sources  of  supply  represent  people  who  are  working  to  make  products. 

We  then  take  these  ingredients  and  supplies  and  make  them  into  finished  goods. 
Every  pie  that  we  sell  in  Florida  or  Georgia  or  New  York  or  Maryland  brings  the 
dollars  that  are  in  those  states  into  Pennsylvania  fresh,  new  dollars;  not  dollars  that 
were  simply  swapped  from  one  point  to  another  within  the  state's  borders.  I  am  no 
economist  but  it  seems  to  me  that  this  is  where  the  rubber  meets  the  road  as  far 
as  a  state's  economy  or  a  nation's  economy  is  concerned. 

In  a  small  way  it  is  not  only  good  for  the  little  Pennsylvania  companies  we  buy 
from  to  swap  our  pies  for  French  francs — it  is  also  good  for  the  United  States. 
Maybe  microscopically  good.  But  good. 

So  it  seems  to  me  that  a  lot  of  people  are  benefiting  from  efforts  like  those  of  the 
Department  of  Agriculture  and,  at  the  national  level,  the  Market  Promotion  Pro- 
gram. 

I  read  the  "Report  to  the  Congress"  and  I  don't  know  what  it  says.  There  may 
be  some  excellent  ideas  and  plans  in  that  document  but  they  have  been  well  con- 
cealed by  a  thick  insulation  of  impenetrable  verbiage.  The  writer  must  certainly 
have  been  paid  by  the  word.  Furthermore,  I  have  the  suspicion  that  if  he  could  swap 
a  dime  word  for  a  seventy-five  cent  word  they  raised  his  pay  and  tacked  on  another 
increase  if  he  managed  to  use  four  or  five  words  where  one  would  have  been  suffi- 
cient. 

Those  ideas  that  I  did  decode  look  fine  as  long  as  they  don't  cost  the  taxpayers 
any  money.  Ideas  like  "Promote  the  United  States  as  a  country  that  produces  qual- 
ity products." 

The  problem  with  exporting  from  the  U.S.  is  not  that  we  Americans  lack  govern- 
ment but  that  we  face  punitive  tariffs  and  duties  on  the  goods  we  export! 

I  would  have  no  problem  at  all  competing  in  England  and  Ireland  and  Norway 
and  Italy  if  I  could  do  so  under  rules  that  were  fair.  Our  pies  are  highly  desired 
by  European  consumers  because  they  are  uniquely  American  and  are  not  otherwise 
available  in  their  markets.  It  is  maddening  to  see  a  display  of  red,  white  and  blue 
bunting  under  a  sign  that  says  "Real  American  Pie"  in  a  Marks  &  Spencer  store 
in  London  featuring  imitation  pecan  pie  made  in  the  UK. 

Yet,  there  is  plenty  of  Bass  Ale  sold  here  at  prices  people  can  afford.  You  can  get 
it  on  tap  all  over  Philadelphia.  And  Washington. 

From  my  limited  experience  and  perspective  it  seems  that  if  companies  want  to 
export,  they  will  find  a  way.  If  they  have  a  product  that  people  really  want  in  an- 
other country,  then  they  have  a  chance  to  succeed.  It  would  seem  at  odds  with  com- 
mon sense,  for  example,  to  try  exporting  cheese  into  France.  We  did  want  to  export 
3  years  ago  but  we  didn't  know  how  to.  Besides,  we  were  plenty  busy  then  trying 
to  survive  in  our  own  domestic  market.  Fortunately,  the  Department  of  Agriculture 
found  us  and  suggested  that  they  could  help  if  we  wanted  to  pursue  it.  We  did.  And 
they  did. 

Individual  states  face  a  similar  situation.  The  state  might  have  some  wonderfully 
exportable  products  but  lack  the  means  to  inform  the  producers  and  manufacturers 
or  to  help  them  promote  overseas.  We  have  been  lucky  in  Pennsylvania  but  I  don't 
know  if  this  is  the  case  in  Oklahoma  or  Indiana.  State  legislatures  are  no  easier 
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to  persuade  than  Congress  but  if  Congress  authorized  real  money  to  be  made  avail- 
able to  those  legislatures  my  bet  is  they  would  start  being  aggressive  exporters  as 
fast  as  you  could  decipher  half  a  page  of  the  "Report  to  Congress". 

The  reason  my  partner  and  I  want  to  export  is  because  we  think  we  have  a  prod- 
uct that  is  very  competitive  in  certain  foreign  markets  and  that  have  a  chance  to 
make  some  profit  by  taking  the  risks  to  do  it.  Apart  from  the  sort  of  enabling  help 
we  have  received  from  the  state,  it  seems  unlikely  that  we  would  have  sought  gov- 
ernment participation.  Unless  government  would  be  willing  to  provide  companies 
like  ours  with  tax  advantages  for  exporting.  That  does  not  seem  likely. 

We  are  pleased  to  be  exporters  of  our  pies  to  France.  France  produces  lots  of  eggs 
and  cream  and  flour  but  they  don't  grow  pecans  and  they  don't  have  corn  syrup  and 
they  don't  make  any  pecan  pie.  It's  Tike  "coals  to  Newcastle"  but  with  a  slight  twist. 

It  seems  to  me  it's  that  slight  twist  that  undergirds  success  in  exporting. 

Now,  if  we  could  just  get  these  folks  to  lighten  up  on  tariffs  and  duties  .  .  . 
With  best  regards  I  am 

Bob  Cotten, 

President. 

The  Chairman.  I  thank  all  three  of  you  very  much.  It  seems  to 
me  you're  all  three  examples  of  how  you  can  succeed.  You  also  have 
some  light  to  throw  on  how  much  help  you  needed  and  what  we 
might  do  differently. 

One  point  I  get  from  several  of  your  remarks  is  that  you  get 
more  responsiveness,  more  initiative  from  State  and  local  pro- 
grams. Is  that  because  there's  a  certain — well,  one,  because  it's 
smaller  and  closer  to  you  and,  second,  a  kind  of  competitiveness  or 
determination  to  make  Pennsylvania  succeed  or  Chester  County? 

Mr.  Cotten.  Well,  may  I  say  something? 

The  Chatoman.  Yes,  please. 

Mr.  Gotten.  I  think  in  the  example  that  I  just  gave,  the  people 
who  contacted  me  were  people  who  were  familiar  with  agriculture 
before  they  got  into  the  Department  of  Agriculture.  I  think  they 
had  a  real  feeling  for  the  agricultural  producer.  And  I  think  it 
wasn't  a  matter  of  desperation.  It  was  just  a  matter  of  knowing 
what  was  out  there  and  how  best  to  get  it  from  point  A  to  point 
B  and  that  happened  to  be  getting  in  touch  with  companies  like 
ours. 

The  Chairman.  Well,  the  initiative  was  taken  in  your  example 
by 

Mr.  Cotten.  It  was  taken  definitely  by  the  Department  of  Agri- 
culture. 

The  Chairman.  Peter  Witmer. 

Mr.  Cotten.  Peter  Witmer. 

The  Chairman.  I'm  not  giving  out  medals,  but  I  mean  that's 


Mr.  Cotten.  Send  one  to  Peter  and  you'll  have  my  endorsement 
on  that. 

The  Chairman.  He  just  came  up  to  you  and  said  why  don't  you 
go  to  this? 

Mr.  Cotten.  It  was  first  Ron  Gaskel  who  is  now  in  the  MPP  Pro- 
gram, who  suggested  that  we  go  to  this  thing  in  Boston  and  then 
Peter  came  down  and  had  lunch  with  us.  One  thing  led  to  another 
and  it  was  because  of  his  prodding  that  I  said,  well,  why  don't  we 
do  this. 

I  had  never  done  it  before.  It  was  sort  of  intimidating.  I  don't 
speak  French,  but  it  just  sort  of  worked  out. 

The  Chairman.  Are  there  enough  Peter  Witmers  talking  to 
enough  small  businesses  in  Pennsylvania? 
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Mr.  Cotten.  I  don't  think  so.  If  Washington  wants  to  really  do 
something  to  get  the  export  trade  going,  they're  going  to  have  to 
put  a  human  face  on  it  just  like  that.  And  they're  going  to  have 
to  go  down  and  press  the  flesh. 

The  Chairman.  There  is  a  question,  too,  does  Washington  have 
to  do  it?  In  this  case  Peter  Witmer  came  from  the  State  Depart- 
ment of  Agriculture. 

Mr.  Cotten.  Yes. 

The  Chairman.  And,  Aleda,  you  had  a 

Ms.  Loughman.  We  exhibit  at  trade  shows  also.  We  have  been 
throughout  the  United  States  for  I  guess  all  the  years  we've  been 
in  business  and  more  recently  some  of  the  international  trade 
shows,  but  I  can  tell  you  we  paid  for  it  all. 

The  Chairman.  Could  you  elaborate  on  your  point  that  the  State 
and  county  agencies  dealing  with  this  were  more  proactive  you  said 
and  less  reactive  and  took  more  initiatives.  Could  you  give  more  ex- 
amples? 

Ms.  Loughman.  Most  of  the  direct  contact  has  been  with  this 
marketing  director  that  I  hired,  but  he  just  found  that  they  were 
doing  a  lot  of  things  and  inviting  us  to  things,  picking  up  the  phone 
and  reminding  us  to  come  to  things.  So,  maybe  they  pushed  a  little 
bit  more. 

We  feel  like  on  a  Federal  level  that  we  get  tons  of  things  by  mail 
and  if  you  respond  to  it,  you  know,  it's  like  the  story  I  told  where 
back  before  we  were  getting  into  this  global  market  place  we  saw 
an  opportunity  to  have  our  products  displayed  in  a  trade  show  in 
another  country  and  were  thinking,  well,  we  can't  afford  to  go  over 
there  and  have  a  booth,  but  we  can  afford  to  spend  $300  to  have 
somebody  distribute  our  literature.  And  then  we  find  out  that  it's 
not  being  done  very  well. 

It  doesn't  give  us  much  incentive  to  look  for  more  from  that  de- 
partment, you  know,  since  we've  had  some  negative  experiences.  I 
can  tell  you,  in  fact,  right  after  we  had  gotten  some  of  the  reports 
from  the  Wharton  Export  Network  that  I  mentioned,  I  sent  two  let- 
ters looking  for  potential  distributors  in  Germany. 

I  sent  one  to  the  U.S.  Embassy  in  Germany  and  I  sent  one  to 
the  local  Department  of  Commerce  office.  And  I  got  two  letters 
back.  The  local  Department  of  Commerce  said  contact  the  Embassy 
of  Germany  and  the  Embassy  of  Germany  said  contact  your  local 
Department  of  Commerce  office.  It  doesn't  give  you  the  incentive  to 
try  to  go  that  route. 

So,  you  say,  well,  then  I'll  find  another  way  and  we  did. 

The  Chairman.  Which  was?  - 

Ms.  Loughman.  Well,  what  we  did  was  hire  someone  who  had 
this  experience  and  we  have  already  started  to  do  a  lot  of  work  in 
the  Pacific  rim.  We  are  anxious  to  get  started  in  Europe,  but  there 
again,  we  run  into,  it's  not  called  a  trade  barrier  but  when  you 
have  to  spend  the  money  that  it  takes  for  products  like  ours  to  be 
certified  for  ISO-9000  for  the  CE  certificates  in  Europe,  we  might 
be  talking  $50,000  or  more  just  to  go  through  those  processes. 

That's  a  lot  of  money  for  a  small  business. 

The  Chairman.  Have  you  gone  through  those? 

Ms.  Loughman.  We  have  started  it. 
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The  Chairman.  Is  there  any  assistance  from  the  Embassy  or 
from  any  government  outfit  that  helps  you  with  that? 

Ms.  LOUGHMAN.  No. 

The  Chairman.  I  can  see  why  a  large  company  has  the  capacity 
to  deal  with  a  problem  like  that.  If  we  really  want  to  encourage 
small  business  to  get  in  the  game  there,  it  may  be  there  is  an  area 
where  some  special  assistance  is  needed. 

Embassy  commercial  attaches  and  such  are  supposedly  to  give 
help  with  things  like  that. 

Ms.  Loughman.  I  think  there  is  not  a  week  that  goes  by  that 
maybe  all  of  us  don't  get  in  our  mail  something  promoting  a  book 
or  a  seminar  or  something  to  help  you  to  go  to  ISO-9000. 

Well,  the  people  who  are  promoting  all  of  that,  they're  making 
money  on  their  promotional  activities.  And  it  just  costs  more,  so  we 
haven't  done  a  lot  of  that  either.  But  we  do  have  some  very  tal- 
ented people  and  we're  trying  to  struggle  through  it  ourselves. 

But  part  of  what  slows  us  up  is  the  cost. 

Mr.  Cotten.  I  don't  know  whether  the  Commerce  Department 
has  but  the  State  Department  of  Agriculture  does  have  a  program 
whereby  if  you  can't  go  to  the  show  or  the  exhibition  yourself,  they 
will  take  the  product  and  they  will  to  the  best  of  their  ability  ex- 
hibit it  for  you  if  you  give  them  the  instructions  of  what  to  do  and 
give  them  literature.  They  will  do  their  best  to  get  it  to  the  right 
people. 

The  Chairman.  It's  our  State  Department  of  Commerce  that  does 
that? 

Mr.  Cotten.  I  don't  know  whether  the  State  Department  of  Com- 
merce does  that  or  not,  but  the  State  Department  of  Agriculture 
does. 

The  Chairman.  Do  any  of  you  have  any  experience  with  trade 
barriers  that  we  should  know  about? 

Mr.  Sevon.  I  just  had  one  yesterday  that  I  think  is  a  trade  bar- 
rier. I  had  a  customer  who  was  supposed  to  come  yesterday  from 
Gabon,  Central  Africa.  And  when  she  arrived  the  customs  officials 
gave  her  a  form  to  fill  out.  She  speaks  no  English.  One  of  the  ques- 
tions, question  number  ten  was,  do  you  bring  currency  with  you? 
And  she  didn't  understand  the  question.  She  didn't  know  what  cur- 
rency means.  She  knows  money,  but  doesn't  know  currency. 

So,  she  checked  no  and  then  the  customs  officer  wanted  to  check 
her  bag  and  found  the  money  she  was  coming  to  use  to  buy  the 
stuff  from  me.  She  came  with  $26,000  in  travelers  checks.  And 
then  the  customs  officer  said,  well,  here  you  said  no  and  here  is 
money.  So,  this  is  fraud.  And  they  took  the  money  away.  They  took 
all  of  the  money. 

So,  this  lady  is  here,  she  just  arrived  yesterday.  So,  that  was 
very  hard  for  me  to  believe.  And  she  called  me  from  JFK  airport 
and  told  me  the  story.  So,  I  said,  don't  worry,  stay  there.  I'm  com- 
ing. I  figured  if  I  take  an  invoice  and  proof  of  offer,  they  will  be- 
lieve that  she's  coming  here  to  buy  something,  buy  U.S.  goods. 

So,  I  took  her  invoice,  it  was  an  invoice  already  made  out.  I  took 
the  invoice  and  I  ran  to  JFK  I  arrived  there  and  spoke  to  the  cus- 
toms officer  and  told  them  that,  listen,  this  lady  is  a  customer  of 
mine.  I'm  a  trader.  And  she's  coming  here  to  buy  clothing  items. 


19 

This  is  the  invoice.  The  money  is  not  illegal.  She  brought  the  trav- 
elers check  from  the  bank  in  Gabon. 

The  officer  said,  no,  we  went  to  return  the  money  to  the  U.S. 
Embassy  in  Gabon  and  she  has  to  go  there  and  get  it  back.  Mr. 
Cotten  just  said  that  Washington  has  to  put  a  human  face  on  these 
stipulation. 

The  Chairman.  Have  you  found  a  human  face  to  this  problem  yet 
or  is  that  where  it  stands  now? 

Mr.  Sevon.  That's  where  it  stands  now  Hopefully  my  human  face 
will  be  you. 

The  Chairman.  I  suspected  that.  When  I  first  went  to  Bryn- 
Mawr  College  I  discovered  we  had  to  raise  a  lot  of  money.  And 
when  I  first  went  out  to  meet  Bryn-Mawr  graduates,  I  talked 
about  why  we  needed  to  raise  a  lot  of  money.  One  of  them  came 
up  to  me  and  said  at  Bryn-Mawr  we  never  use  the  word  money. 
And  this  was  20  years  ago.  They  use  the  word  money  now,  but  I 
understand  the  euphemism  for  money  then  was  resources.  Now  it's 
currency.  And  we'll  talk  to  you  right  after  this. 

You  made  a  very  interesting  additional  point.  I  was  asking  about 
trade  barriers  on  the  other  side  and  I  think  it's  even  more  perti- 
nent for  us  to  know  what  the  barriers  are  on  this  side,  what  bar- 
riers we  put  up  and  may  not  know  about  it. 

One  of  the  barriers  we  put  up  is  we  don't  teach  foreign  languages 
enough  in  this  country  to  enable  businesses  to  hire  Americans  who 
can  go  to  all  the  countries  around  the  world.  There  are  a  lot  of  ex- 
Peace  Corps  volunteers  who  have  learned  the  languages  who  are 
available  for  that. 

But  other  countries  as  you  well  know,  you  probably — I'm  guess- 
ing you  know  at  least  three  languages.  I  know  you  speak  three  lan- 
guages. 

Mr.  Sevon.  I  speak  six. 

The  Chairman.  Six  languages.  This  strategy  report,  there  are 
two  questions  pending.  I'm  still  asking  whether  you  had  any  expe- 
rience with  trade  barriers  over  there  that  human  faces  in  Washing- 
ton should  know  about? 

Mr.  Cotten.  The  biggest,  being  the  fact  that  all  those  agricul- 
tural products  that  I  use  in  my  gourmet  pies  bear  I  think  unfair 
duties  and  levies  on  the  other  side.  We  get  hit  for  the  butter  fat 
content  of  every  product  by  weight.  We  get  hit  with  the  sucrose 
content  of  the  product  by  weight.  We  get  hit  on  milk  protein  by 
weight.  We  get  hit  on  starch.  And  I  mean  you're  talking  stuff  that 
just  about — there  isn't  anything  else  in  what  I  make  than  the  stuff 
I  just  told  you. 

So  that,  it  really  is  not  fair.  When  I  go  to  London  and  see  in 
Marks  and  Spencer  a  big  huge  display  with  an  American  motif, 
stars  and  stripes  and  they  have  a  big  banner  that  says  American 
pie  and  the  freezer  is  full  of  pecan  pie  that's  about  this  thin  and 
looks  like  a  little  torte,  you  know  it  didn't  come  from  Georgia  and 
certainly  not  from  Pennsylvania. 

So,  on  the  back  in  fine  print,  it's  produced  by  Marks  and  Spencer 
somewhere  in  London.  But  you  can  always  get  Bass  Ale  over  here 
pretty  cheap.  I  like  Bass  Ale  and  I  buy  it  every  now  and  then,  but 
I  wish  they'd  be  a  little  more  lenient  on  my  product  because  it 
makes  it  very  difficult  for  me  to  compete  in  those  markets  when 
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they  have   to  pay   eight  to    12   dollars   more  for  a   case   than   a 
consumer  should  have  to  pay  over  here  or  does  pay  over  here. 

The  Chairman.  Do  any  of  you  have  any  comments  on  this  toward 
a  national  export  strategy  report  of  the  Trade  Promotion  Coordi- 
nating Committee? 

Mr.  Cotten.  I  wrote  those  comments  to  you  in  a  letter. 

The  Chairman.  Do  you  want  to  add  anything?  I  appreciated  that 
letter. 

Mr.  Cotten.  No. 

The  Chairman.  All  right.  Russell  Redding  is  a  Gettysburg  farmer 
who  is  my  operations  chief  of  Labor  and  Industry  in  Harrisburg 
and  is  running  our  operations  in  Washington,  but  ne's  piloting  our 
work  on  the  Small  Business  Subcommittee  on  Export  Expansion 
and  Agricultural  Development. 

We're  going  to  work  with  you,  Bob,  on  reforming  and  improving 
our  export  promotion  programs.  We  have  legislation  that's  pressing 
that.  I  look  forward  to  working  with  all  of  you. 

It  seems  to  me  you're  all  success  stories  of  the  kind  we  need  to 
hear.  I  think  one  of  the  functions  that  human  faces  in  Washington 
can  perform  is  to  find  the  success  stories  and  highlight  them  and 
learn  from  them. 

Also  we  need  to  hear  about  what  doesn't  work,  the  horror  stories. 
And  Fm  glad  that  all  three  of  you  represent  success  stories.  I  wish 
you  luck  and  look  forward  to  working  with  you.  Thank  you  very 
much. 

By  the  way,  there  are  two  board  members  of  the  Port  Authority 
who  are  here,  Tom  Blackwell,  who  is  standing  in  the  back,  and  Lou 
Louderback.  Tom  Blackwell  is  a  distinguished  labor  leader  and 
Lou's  a  businessman. 

The  next  panel  consists  of  Michael  Montgomery,  Kathleen  Sifer, 
RoseAnn  Rosenthal  and  Mame  Bradley.  We're  going  to  put  Mame 
first  since  she  has  a  plane  to  catch. 

Mame  Bradley  is  executive  active  director  of  the  World  Trade 
Center  in  Pittsburgh.  Michael  Montgomery  is  Deputy  Secretary  for 
Business  Development  for  the  Pennsylvania  Department  of  com- 
merce. Kathleen  Sifer  is  first  vice-president  of  the  International  Fi- 
nancial Services  Group  of  Mellon  Bank  where  I  had  a  good  time 
yesterday.  And  RoseAnn  Rosenthal  is  senior  vice-president  of  the 
Philadelphia  Industrial  Development  Corporation. 

And  we're  going  to  ask  Mame  Bradley  to  start. 

STATEMENT  OF  MAME  BRADLEY,  EXECUTIVE  DIRECTOR, 
WORLD  TRADE  CENTER  PITTSBURGH,  PITTSBURGH,  PA 

Ms.  Bradley.  Thank  you.  I  want  to  thank  you  for  inviting  me 
to  participate  in  this  hearing  on  the  TPCC's  report  for  a  national 
export  strategy. 

I'm  the  executive  director  of  the  World  Trade  Center  in  Pitts- 
burgh which  is  a  member  of  the  World  Trade  Centers  Association 
of  New  York  and  one  of  256  world  trade  centers  in  65  countries 
around  the  world. 

The  World  Trade  Centers  Association  was  founded  in  1968  to  en- 
courage the  expansion  of  world  trade.  It's  dedicated  to  three  basic 
goals,  to  encourage  mutual  assistance  and  cooperation  among  mem- 
bers, to  promote  international  business  relationships  and  to  foster 
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increased  participation  in  world  trade  by  developing  nations.  Not 
for  profit,  and  a  political  political  world  trade  centers  are  member- 
ship organizations  that  provide  services  and  in  many  cases  facili- 
ties to  their  own  members  and  to  members  of  all  other  world  trade 
center  affiliates  on  a  reciprocal  basis. 

Pittsburgh  became  a  member  of  the  World  Trade  Association  in 
October  of  1990.  And  we  incorporated  in  1991.  The  only  operating 
world  trade  center  in  Pennsylvania,  the  license  for  the  world  trade 
center  in  Pittsburgh  is  owned  by  Allegheny  County  which  has  been 
its  principal  source  of  funds  to  date.  Other  funding  sources  include 
the  Ben  Franklin  Technology  Center,  the  Pennsylvania  Commerce 
Department  and  Fee  Income.  We  serve  companies  from  all  over  the 
State. 

The  World  Trade  Center  in  Pittsburgh  provides  essentially  one 
service,  international  business  management.  By  partnering  with 
other  world  trade  centers  or  with  U.b.  Business  Offices  of  Foreign 
countries,  we  sponsor  industries,  specific  Pittsburgh  based  match- 
making sessions,  between  prescreened  and  prequalified  companies 
from  overseas  markets. 

We've  targeted  four  industrial  sectors  in  Western  Pennsylvania 
that  we  believe  represent  significant  comparative  advantage  for  the 
region.  Environmental  engineering  and  remediation,  software  de- 
velopment, health  care  and  biomedicine  and  metals  production  and 
manufacturing.  Furthermore,  we've  decided  that  the  most  impor- 
tant non-U. S.  markets  for  these  industries  are  the  Far  East,  Latin 
America  and  Western  Europe.  And  it's  from  these  areas  that  we 
posted  our  trade  delegations  to  the  region. 

The  development  of  a  National  Export  Strategy  is  a  very  wel- 
come effort.  Fragmentation  of  services  and  competing  interest  of 
similar  agencies  aren't  unique  to  the  Federal  Government.  South- 
western Pennsylvania  has  seen  its  share  of  inter-agency  competi- 
tion, squabbling  and  self  preservation  that  have  nothing  to  do  with 
serving  clients.  It's  for  this  reason  that  the  World  Trade  Center  in 
Pittsburgh  is  a  founding  member  of  the  Western  Pennsylvania  Ex- 
port Assistance  Consortium,  an  unincorporated  group  of  agencies 
that  include  the  regional  offices  of  the  U.S.  Commerce  Department, 
U.S.  Small  Business  Administration,  the  District  Export  Council  of 
Western  Pennsylvania,  the  Ben  Franklin  Technology  Center  and 
the  Southwestern  Pennsylvania  Regional  Development  Corpora- 
tion. Recently  the  consortium  was  designated  the  Commonwealth's 
export  promotion  agency  for  Southwestern  Pennsylvania  including 
as  we  do  representation  from  local,  county,  State  and  Federal  levels 
of  government  and  from  public  and  private  sectors. 

The  Western  Pennsylvania  Export  Assistance  Consortium  mem- 
bers have  agreed  to  function  as  an  integrated  service-delivery  sys- 
tem, providing  cross-marketing,  cross-training  and  cross-reterrals 
to  clients.  We're  integrating  our  intake  procedures  to  spare  clients 
the  headache  of  having  to  provide  the  same  information  to  multiple 
agencies  whose  relationship  to  each  other  have  no  meaning  in  the 
client's  eyes.  We  will  be  conducting  integrated  staff  meetings  to  en- 
sure that  information  about  clients  is  transmitted  and  to  coordinate 
our  programming. 

The  members  of  the  consortium  have  informally  discussed  and 
welcomed  the  goals  and  action  points  of  the  National  Export  Strat- 
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egy  report.  I'd  like  to  use  this  opportunity  to  suggest  that  World 
Trade  Centers  throughout  the  United  States  would  be  ideally  suit- 
ed to  serve  as  the  one  stop  shop  referred  to  as  Model  B  in  chapter 
three  of  the  report.  Secretary  Ron  Brown  in  a  letter  to  Guy  Tazzoli, 
president  of  the  World  Trade  Centers  Association  said,  "we  view 
fully  functioning  world  trade  centers  as  the  truest  'one-stop  shops' 
now  in  operation  in  the  United  States.  I  would  welcome  any  oppor- 
tunity to  discuss  the  World  Trade  Center  in  Pittsburgh  with  you 
and  your  staff  at  your  convenience." 

There  are  two  additional  points  I'd  like  to  make  regarding  the 
document.  The  first  has  to  do  with  export  finance.  Chapter  four  of 
the  National  Export  Strategy  Report  discusses  private  sector  par- 
ticipation in  U.S.  Government  loan  guarantee  programs  and  says, 
"few  lenders  aggressively  seek  this  type  of  business."  I  think  this 
is  a  euphemistic  understatement  of  what  appears  to  be  an  aggres- 
sive effort  to  avoid  this  type  of  business.  I  mentioned  earlier  that 
one  of  the  strategic  markets  identified  by  the  World  Trade  Center 
in  Pittsburgh  for  its  members  and  clients  is  Latin  America. 

After  hearing  from  several  companies  that  they  were  having  dif- 
ficulty in  obtaining  export  financing  from  officially  designated 
Eximbank  lenders  in  Pittsburgh  to  support  their  efforts  in  Latin 
America,  we  sponsored  a  day-long  seminar  on  financing  trade  with 
Latin  America.  Our  program  included  presentations  by  Eximbank 
as  well  as  TDA,  OPIC,  the  National  Bank  of  Mexico  and  the  Banco 
Santiago  from  Chile.  Although  we  marketed  this  seminar  from  the 
banking  community,  not  one  Pittsburgh  bank  contacted  us  to  vol- 
unteer a  speaker  as  service  providers  frequently  do  when  we  orga- 
nize programs  of  this  nature. 

The  private  bank  that  participated  in  the  seminar  was  ABN- 
AMRO  bank,  a  Dutch-owned  bank  with  U.S.  headquarters  in  Pitts- 
burgh, and  an  active  user  of  Eximbank  guarantees.  The  program 
was  very  well  attended  by  representives  from  approximately  80 
small  and  medium  sized  companies,  many  of  them  customers  of 
prominent  Pittsburgh  lenders,  who,  as  I  said,  are  the  officially  des- 
ignated contacts  for  Eximbank  in  Pittsburgh.  Neither  during  the 
presentation  by  the  Eximbank  representative,  nor  during  the  ques- 
tion and  answer  period  that  followed,  did  either  of  the  two  local 
lenders  attending  the  seminar  make  any  mention  of  their  bank's 
activities  in  export  lending.  The  other  major  banks  sent  no  rep- 
resentatives at  all. 

I  disagree  that  small  and  medium  sized  companies  are  unaware 
of  the  USG  lending  programs.  As  a  group,  they're  pretty  well  in- 
formed. I  think  that  the  far  greater  need  is  to  provide  banks  with 
significant  additional,  even  if  they're  only  temporary,  incentives  to 
move  them  past  what  appears  to  be  their  aversion  to  doing  small 
deals  of  this  nature.  The  recommendations  on  this  matter  in  the  re- 
port don't  really  address  the  problems  adequately.  Again,  I  want  to 
make  the  point  that  the  banks  should  not  be  forced  to  do  deals  that 
aren't  credit  worthy.  I  think  the  issue  has  to  do  with  what  incen- 
tives do  they  need  to  use  the  programs  that  exist. 

The  second  point  concerns  the  Advocacy  Network  which  helps 
U.S.  firms  to  compete  for  major  government  contracts  around  the 
world.  Last  year  I  had  the  opportunity  to  get  to  know  and  to  work 
with    the   United   Nations    Industrial    Development   Organization. 
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UNIDO  is  the  only  United  Nations  agency  authorized  to  work  di- 
rectly with  private  enterprise.  UNIDO's  mission  is  to  do  project  fea- 
sibility studies  for  member  nations  which  it  does  very  much  like 
TDA  or  OPIC.  But  in  addition,  UNIDO  sets  up  trust  funds,  capital- 
ized by  private  sources,  in  each  country  to  assemble  financing  for 
projects.  Because  of  its  role  with  regard  to  financing,  in  many 
cases,  UNIDO  can  implement  projects  relatively  quickly  and  can 
provide  third  party  oversight  in  countries  perceived  to  be  high  risk. 

UNIDO  is  headquartered  in  Vienna,  but  has  offices  in  Washing- 
ton and  New  York.  They're  an  excellent  organization  with  knowl- 
edgeable people  and  high  credibility  in  the  countries  they  serve. 
The  TPCC  Advocacy  Coordinating  Network  probably  should  have  a 
direct  liaison  to  UNIDO  in  addition  to  the  otner  organizations. 

Thank  you  very  much. 

The  Chairman.  Thank  you.  Well,  let  me  you  ask  this,  when  do 
you  have  to  leave? 

Ms.  Bradley.  Not  for  45  minutes. 

The  Chairman.  Mr.  Montgomery. 

STATEMENT  OF  MICHAEL  MONTGOMERY,  DEPUTY  SEC- 
RETARY FOR  BUSINESS  DEVELOPMENT,  PENNSYLVANIA  DE- 
PARTMENT OF  COMMERCE,  HARRISBURG,  PA 

Mr.  Montgomery.  Thank  you  very  much,  Senator  I'm  so  happy 
to  be  with  you  today  and  I  wish  to  make  mention  of  how  wonderful 
it  is  that  you're  hearing  these  testimonies.  I  think  it's  going  to  be 
great  for  Pennsylvania  and  great  for  our  country. 

I'm  here  on  behalf  of  Governor  Casey  and  Secretary  of  Com- 
merce, Andrew  Greenburg,  and  I  look  forward  to  sharing  with  you 
our  perspective  on  Federal  export  programs,  a  commentary  on  the 
Federal  export  plan  that  has  been  recently  published  and  an  over- 
view of  Pennsylvania's  export  strategy  programs. 

Several  initiatives  operated  through  a  number  of  Federal  agen- 
cies have  been  available  for  American  companies,  of  course.  I  have 
submitted  the  full  text  into  the  record,  the  commentary  for  today. 
So,  I'm  going  to  just  give  an  overview  if  you  wouldn't  mind. 

These  agencies,  of  course,  are  involved  in  the  areas  of  counseling, 
product-specific  advice,  financing  and  finance  guarantees,  insur- 
ance underwriting,  marketing  assistance,  minority  export  assist- 
ance and  other  areas.  Unhappily  the  classic  argument  relative  to 
the  access  and/or  efficiency  of  government  programs  often  rings 
true. 

The  time  it  takes  to  access  financing  programs,  for  instance,  is 
often  quite  lengthy.  The  U.S.  Export-Import  bank,  Eximbank  as  it 
is  commonly  known,  is  marketed  as  a  financing  program  for  small 
businesses;  however,  Senator,  it  is  rare  that  small  businesses  actu- 
ally access  these  dollars.  Even  banks,  the  financing  vehicles  for 
Eximbank  are  often  reluctant  to  entertain  smaller  companies'  fi- 
nancing requirements.  Many  agencies  at  the  Federal  level  do  not 
operate  in  a  coordinated  fashion;  therefore,  if  a  business  person 
cannot  be  assisted  by  one  office,  he  or  she  may  not  be  normally  di- 
rected to  another  office  for  assistance. 

One  bright  spot  in  the  Commonwealth  of  Pennsylvania,  notwith- 
standing that  there  has  been  testimony  already  this  morning  about 
what  the  Federal  Government  agencies  don't  do,  is  that  we  have 
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had  a  good  working  relationship  with  the  offices  of  international 
trade  through  the  Commerce  Departments  in  Pittsburgh  and  Phila- 
delphia. And  that  has  been  on  a  face-to-face,  one-on-one  basis  as 
they  have  worked  with  us  on  certain  trade  shows. 

I'm  sure,  of  course,  there  are  improvements  that  can  be  made  on 
all  fronts,  including  on  the  fronts  in  which  my  staff  operates. 

With  regard  to  the  new  Federal  export  plan,  this  latest  export  as- 
sistance initiative  under  way  by  the  Federal  Government  attempts 
to  take  the  basic  idea  of  a  comprehensive  initiative  and  streamline 
it  in  order  to  develop  a  more  effective  and  efficient  delivery  system. 
For  this,  we  are  hopeful,  Senator,  of  positive  results  being  forth- 
coming for  U.S.  businesses  at  all  levels  and  in  particular  for  Penn- 
sylvania businesses.  The  proof  of  these  adjustments,  however,  will 
be  in  the  realization  of  economies  of  scale,  proper  implementation 
of  strategies  and  appropriate  follow  up  to  see  where  adjustments 
can  be  made. 

The  new  strategic  plan  appears  to  look  at  the  one  stop  shop  con- 
cept and  tries  to  put  it  into  several  categories.  Combining  functions 
of  certain  Federal  agencies,  allocating  resources  strategically,  in- 
volving the  private  sector  in  their  deliberations,  advocating  aggres- 
sively on  behalf  of  companies,  measuring  their  performance  to 
make  adjustments  and  reducing  export  controls.  As  was  alluded  to 
in  the  earlier  panel,  reducing  export  controls  both  here  in  the  Unit- 
ed States  as  well  as  in  foreign  locations  is  so  critical  to  every  busi- 
ness who  would  like  to  be  involved  in  exporting  but  particularly  for 
the  small  business. 

With  regard  to  Pennsylvania's  export  strategy  as  you  noted  in 
your  opening  testimony,  Senator  Wofford,  Pennsylvania  is  now 
found  in  the  top  10  among  states  that  are  involved  through  their 
businesses  in  exporting.  Just  last  year  exporting  of  non-agricultural 
products  in  Pennsylvania  was  in  the  $12.9  billion  range.  We  would 
like  to  do  even  better,  but  we  think  we're  also  on  the  right  track. 
The  national  increase  in  terms  of  export  work  over  the  last  year 
has  been  a  13  percent  increase  while  Pennsylvania  companies  have 
increased  at  the  tune  of  16.9  percent.  Were  really  heartened  by 
that  and  look  forward  to  even  greater  advances  as  we  go  forward. 

The  Chairman.  Let  me  just  get  that  again.  The  national  increase 
in  exports? 

Mr.  Montgomery.  13  percent.  And  Pennsylvania  16.9.  Mr. 
Cotten  mentioned  in  his  earlier  comments  the  work  that  he  has  en- 
joyed with  the  Pennsylvania  Department  of  Agriculture.  While  my 
office  works  with  industrial  companies  in  Pennsylvania  and  while 
we  don't  currently  on  today's  panel  have  someone  from  the  Depart- 
ment of  Agriculture,  let  me  give  them  kudos.  They  are  great  col- 
leagues of  ours  and  Pete  Witmer  is  an  example  of  the  kind  of  work 
that  comes  out  of  that  office  in  Harrisburg. 

With  regard  to  trade  events,  Senator,  our  staff  members  are  in- 
volved with  trade  events  throughout  the  world.  And  we  try  to  bring 
Pennsylvania  companies  into  those  activities  through  trade  shows 
that  offer  those  companies  the  opportunity  to  test  the  market,  ac- 
cess the  competition  and  establish  business  contacts  so  that  they 
might  be  able  to  increase  their  export  opportunities.  Within  our 
own  Office  of  International  Trade,  we  have  five  trade  specialists 
who  are  available  to  work  with  industrial  companies,  particularly 
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small-  to  medium-sized  companies  with  respect  to  their  trade  ac- 
tivities. 

The  areas  of  the  world  in  which  we  are  involved  in  the  export 
business  are  Asia,  Canada,  Western  Europe,  Central  and  Eastern 
Europe,  Mexico,  Latin  America,  Africa,  the  Middle  East  and  India. 

I  would  like  to  mention  briefly  in  terms  of  our  guests  from  Africa 
earlier  this  morning  that  Pennsylvania  has  never  taken  a  trade 
mission  to  Africa  in  the  entire  history  of  this  state  until  this  April 
when  our  Department  of  Agriculture,  along  with  Dak  International, 
will  take  its  first  trade  mission  to  Africa.  We  will  be  going  to  the 
Republic  de  Guinea  and  we  hope  to  have  that  as  a  good  spring 
board  for  future  work  on  the  continent  of  Africa.  And  we  think 
there  lies  a  great  opportunity  for  Pennsylvania  businesses. 

Our  three  fully  staffed  foreign  offices  serve  globally  as  the  touch- 
stone for  businesses  when  they  are  in  certain  parts  of  the  world. 
Out  of  Tokoyo,  Japan,  businesses  are  able  to  work  with  the  Japa- 
nese market  as  well  as  stepping  off  into  the  market  on  the  Pacific 
rim  that  offers  one  of  the  great  opportunities  we  think  for  trade  for 
Pennsylvania  companies.  Likewise,  we  have  offices  in  Frankfurt, 
Germany,  and  Brussels,  Belgium.  And  we  share  through  the  Great 
Lakes  Consortium  of  Statess  an  office  in  Toronto,  Canada,  for  our 
number  one  trading  partner  company,  that  being  Canada. 

Therefore,  if  small  businesses  would  initially  like  to  have  their 
foot  in  the  door  in  the  area  of  international  trade,  we  certainly  sug- 
gest that  they  try  Canada,  the  language  obviously  is  the  same,  the 
access  is  very  easy  and  we  have  an  office  in  Toronto  where  we  can 
get  them  into  the  door  right  away  and  then  they  can  get  their  feet 
wet. 

During  the  last  year,  our  office  participated  in  trade  shows 
throughout  the  world,  10  in  particular  that  were  designated  for  the 
particular  product,  such  as  chemicals  or  plastics  or  medical  equip- 
ment. And  we  hope  to  do  that  and  even  more  in  the  coming  year. 

During  the  same  year  our  office  participated  in  trade  events  in 
Spain,  Portugal,  Latin  American  countries  times  five,  Italy,  Ger- 
many, Southeast  Asia  and  the  United  Kingdom.  As  was  discussed 
earlier,  in  those  environments  we're  also  happy  to  represent  a  com- 
pany's interest  in  telling  a  product's  story  even  though  the  com- 
pany example  is  not  there  by  virtue  of  their  executives.  Therefore, 
they  would  brief  us  and  then  we  would  brief  the  customer. 

As  a  result  of  our  participation  in  these  trade  shows  and  trade 
day  events,  283  companies  received  3,400  trade  leads  this  past 
year.  Since  1987  alone,  trade  shows  and  trade  events  participation 
in  Pennsylvania  through  Pennsylvania's  Department  of  Commerce 
have  resulted  in  almost  12,000  leads  and  $847  million  in  export 
sales  for  an  estimated  creation  of  16,000  jobs. 

We're  really  excited,  about  a  new  program  that  has  just  been  in- 
troduced this  past  year  in  our  Department  of  Commerce  known  as 
the  Pennsylvania  Export  Partnership.  Through  that  program,  we're 
able  to  work  with  small  businesses  who  are  brand  new  to  exporting 
or  would  like  to  try  getting  into  the  export  business  but  might  be 
only  one  or  two  thousand  or  25  hundred  dollars  away  from  getting 
their  feet  in  the  door.  With  this,  we  would  like  to  entertain  small 
companies  who  would  benefit  by  an  up  to  $2,500  grant  to  go  with 
us  to  a  trade  show,  we  escort  them  through,  provide  them  with  the 
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language  work  through  our  interpreters  and  try  to  get  their  prod- 
uct introduced  and  then  do  that  in  a  follow  up  once  they  come  back 
to  Pennsylvania. 

As  was  mentioned  by  Mame  Bradley  and  I'm  sure  will  also  be 
discussed  briefly  by  RoseAnn  Rosenthal  from  PIDC,  we  are  work- 
ing with  a  network  of  resources  throughout  Pennsylvania  who  are 
regional  providers  in  a  consortium  fashion  to  work  with  that  pro- 
gram and  others.  We  think  they're  doing  an  absolutely  wonderful 
job. 

With  respect  to  our  export  financing,  Senator  one  of  the  new 
areas  for  which  I  have  responsibility  is  to  be  the  bank  relationship 
development  officer  for  our  Department  of  Commerce.  In  that,  I'm 
in  contact  with  the  senior  lending  officers  and  CEOs  of  every  bank 
in  Pennsylvania,  introducing  them  as  they've  been  introduced  down 
the  line  into  their  particular  banks,  our  programs  not  only  with  re- 
gard to  export  financing  but  also  with  regard  to  the  other  financing 
programs  in  Pennsylvania. 

And  I  will  dare  say  that  small  companies  and  medium-sized  com- 
panies in  Pennsylvania  can  also  take  advantage  of  the  financing 
programs  that  we  have  in  the  Department  of  Commerce  that  are 
designed  not  specifically  for  exporting  but  to  help  the  company  buy 
additional  machinery  so  that  they  can  produce  additional  products 
so  that  they  might  be  able  to  enter  the  export  field.  As  you  know, 
Pennsylvania  has  one  of  the  great  sets  of  economic  development 
programs  at  the  State  level  in  the  country. 

Finally,  with  regard  to  some  other  very  interesting  inhouse  pro- 
grams with  which  we  are  very  excited,  we  have  a  data  base  net- 
work that  is  available  to  help  companies  be  able  to  know  how  to 
market  their  product  and  to  what  countries  vis-a-vis  what  products 
are  being  expected  to  be  purchased  by  countries  throughout  the 
world. 

We  also  have  a  Minority  Export  Development  and  Technical  As- 
sistance Program  known  as  MEDTAP  that  is  developed  intra-agen- 
cy  through  our  Pennsylvania  Minority  Business  Development  Au- 
thority and  our  Office  of  International  Trade.  And  we've  worked  in 
conjunction  with  a  private  firm  in  Pennsylvania,  in  Philadelphia  in 
particular,  that  is  International  with  its  CEO,  Stanley  Struder. 
That  relationship  has  resulted  in  arranging  over  $45  million  in 
international  trade  financing  for  Pennsylvania  firms,  assisted 
Pennsylvania  firms  in  acquiring  over  $24  million  of  international 
procurements  and  provided  technical  assistance  in  general  to  about 
300  minority  owned  firms. 

In  conclusion,  Senator,  we  intend  to  continue  these  efforts.  And 
we  are  committed  to  working  closely  with  our  Federal  and  local 
partners  in  achieving  the  goals  of  the  Trade  Promotion  Coordinat- 
ing Committee's  national  export  strategy. 

Thank  you,  Senator. 

[The  prepared  statement  of  Mr.  Montgomery  follows:] 

Prepared  Statement  of  Michael  J.  Montgomery,  Pennsylvania  Department 

of  Commerce 

Senator  Wofford,  my  name  is  Michael  Montgomery.  I  serve  as  Pennsylvania's 
Deputy  Secretary  of  Commerce  for  Project  Management. 
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On  behalf  of  Governor  Casey  and  Pennsylvania  Commerce  Secretary,  Andrew 
Greenberg,  I  am  pleased  to  join  you  today  and  offer  comments  about  the  area  of 
export  trade  from  a  perspective  of  both  Federal  and  State  initiatives. 
My  remarks  will  cover: 

— A  perspective  of  Federal  Export  Programs. 
— A  commentary  of  the  Federal  Export  Plan. 
— An  overview  of  Pennsylvania's  Export  Strategy  and  Program. 

FEDERAL  EXPORT  PROGRAMS 

The  positive  attributes  about  Federal  assistance  in  the  area  of  exporting  is  that 
there  are  several  initiatives  operated  through  a  number  of  Federal  agencies  includ- 
ing: 

— U.S.  Department  of  Commerce 

— U.S.  Small  Business  Administration 

— United  States  Export-Import  Bank 

— U.S.  Department  of  Agriculture 

— Overseas  Private  Investment  Corporation 

— U.S.  Department  of  State 

— Department  of  the  Treasury 

— Agency  for  International  Development 

— Office  of  the  U.S.  Trade  Representative 

Each  of  these  Federal  agencies  offer  diverse  services  to  domestic  exporters  includ- 
ing services  such  as: 
— Counseling 
— Product-specific  advice 
— Financing  and  finance  guarantees 
— Insurance  underwriting 
— Marketing  assistance 
— Minority  export  assistance 

Indeed,  the  United  States  government  provides  some  of  the  most  comprehensive 
trade  assistance  programs  of  any  country  in  the  world. 

Unhappily,  the  classic  argument  relative  to  the  access  and/or  efficiency  of  govern- 
ment programs  often  rings  true. 

The  time  it  takes  to  access  financing  programs  is  lengthy. 

The  U.S.  Export-Import  Bank  (Eximbank  as  it  is  commonly  known)  is  marketed 
as  a  financing  program  for  small  businesses.  However,  it  is  the  rare  small  business 
who  actually  accesses  these  dollars — even  banks  (the  financing  vehicle  for 
Eximbank)  are  often  reluctant  to  entertain  smaller  companies'  financing  require- 
ments. 

Many  agencies  at  the  Federal  level  do  not  operate  in  a  coordinated  fashion;  there- 
fore, if  a  business  person  cannot  be  assisted  by  one  office,  he/she  may  not  be  di- 
rected to  the  proper  office  from  which  assistance  may  be  given. 

One  bright  spot,  regarding  our  relationship  with  Federal  agencies,  has  been  the 
district  offices  of  the  U.S.  International  Trade  Administration  (U.S.  Department  of 
Commerce). 

Indeed,  our  relationship  with  the  staff  of  both  the  Pittsburgh  and  Philadelphia  of- 
fices has  been  most  helpful  to  our  work  with  Pennsylvania  companies.  Moreover,  as 
we  develop  trade  missions,  much  of  this  work  is  accomplished  in  concert  with  the 
professionals  at  the  district  offices. 

THE  NEW  FEDERAL  EXPORT  PLAN 

The  latest  export  assistance  initiatives  underway  by  the  Federal  Government  ap- 
pear to  take  the  basic  idea  of  a  comprehensive  initiative  and  attempt  to  streamline 
it  in  order  to  develop  a  more  effective  delivery  system.  For  this,  we  are  hopeful  of 
positive  results  being  forthcoming  for  U.S.  businesses  at  all  levels. 

The  proof  of  these  adjustments  will  require  the  setting  of  goals — proper  implemen- 
tation of  strategic  changes — and  appropriate  follow-up  and  adjustments. 

The  new  strategic  plan  (as  reported  to  the  U.S.  Congress  on  September  30,  1993) 
wraps  the  new  direction  of  Federal  export  assistance  around  six  major  themes: 

— Combine  Functions:  Carefully  define  the  client  groups  and  their  needs  for 
export  promotion  services,  focusing  specific  agencies  on  meeting  particular  cus- 
tomer requirements,  eliminate  overlap  and  duplication,  and  consolidate  program 
services. 
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— Allocate  Resources  Strategically:  Develop  a  unified  export  promotion  budget 
that  will  permit  the  U.S.  to  set  clearer  priorities  and  serve  U.S.  commercial  in- 
terests more  efficiently. 

— Involve  the  Private  Sector  Combine  resources  of  the  private  sector  and 
State/local  governments  with  those  of  the  Federal  Government  wherever  pos- 
sible to  expand  and  improve  service  and  financing.  The  Federal  Government 
must  become  a  wholesaler,  not  a  retailer,  of  trade  promotion  services. 

— Advocate  Aggressively:  Greatly  expand  official,  high-level  government  advo- 
cacy for  U.S.  firms  seeking  contracts  from  other  governments  and  create  mecha- 
nisms to  level  the  playing  field  by  effectively  countering  the  advocacy  practices 
of  other  governments. 

— Measure  Performance:  Develop  and  implement  performance  measures  to 
guide  decisions  and  improve  strategic  focus. 

— Reduce  Export  Controls:  Reduce  export  controls  and  other  government  im- 
posed obstacles  to  exports,  consistent  with  U.S.  national  security,  foreign  policy, 
and  health  and  safety  interests. 

(Toward  a  National  Export  Strategy  Report  to  the  U.S.  Congress,  1993 — Trade 
Promotion  Coordinating  Committee.) 

I  will  share  with  you  some  of  the  export  trade  development  programs  the  Penn- 
sylvania State  Government  is  conducting  which  embrace  many  of  these  same  con- 
cepts of  increasing  service  delivery  systems,  combining  resources  efforts,  and 
streamlining  the  delivery  of  export  assistance  services. 

The  American  business  executive  and  employee  alike  wants  to  take  full  advantage 
of  our  global  economy.  The  new  strategic  plan  should  do  much  to  enable  American 
companies  to  accomplish  this  goal. 

PENNSYLVANIA'S  EXPORT  STRATEGY 

In  Pennsylvania,  our  International  Export  Trade  Strategy  has  been  developed 
around  the  mission  of  helping  small-  and  medium-sized  manufacturers  in  Penn- 
sylvania create  export  sales  opportunities  through  an  export  assistance  program.  In 
terms  of  industry  sector,  we  have  been  moving  towards  promoting  the  high-tech  in- 
dustries that  are  new,  small  and  entrepreneurial.  The  Office  of  International  Trade 
acts  as  a  wholesaler  of  export  information  and  trade  leads  for  Pennsylvania  busi- 
nesses. Through  cooperative  efforts  with  local  development  agencies,  the  Common- 
wealth's three  overseas  offices,  and  the  two  Federal  district  offices  of  the  Inter- 
national Trade  Administration  of  the  U.S.  Department  of  Commerce,  trade  opportu- 
nities are  developed  and  matched  with  appropriate  Pennsylvania  companies. 

TRADE  EVENTS 

The  Commonwealth  has  an  active  program  that  promotes  the  participation  of 
Pennsylvania  companies  in  trade  events,  such  as  trade  shows  and  trade  missions 
around  the  world. 

International  trade  shows  offer  companies  the  opportunity  to  test  a  market,  assess 
the  competition,  and  establish  business  contacts.  A  company  can  also  develop  new 
prospects  and  product  ideas  and  gain  a  better  understanding  of  the  global  market- 
place. Working  closely  with  the  trade  multipliers  and  with  industry  representatives 
to  determine  which  shows  the  state  will  participate  in,  the  Office  of  International 
Trade  rents  booths  at  trade  shows  to  feature  Pennsylvania  companies  and  their 
products. 

A  trade  specialist  from  the  office  attends  the  trade  show,  along  with  the  company 
official,  or  the  trade  specialist  may  represent  the  company's  products  and  display 
literature  and  samples  on  behalf  of  the  companies.  The  trade  specialist  further  as- 
sists the  company  by  transporting  their  samples,  hiring  translators,  doing  pre-show 
mailings,  and  helping  with  the  follow-up  on  leads  generated  at  the  show. 

The  Office  of  International  Trade  also  participates  in  Trade  Day  events  and  offers 
these  opportunities  to  Pennsylvania  companies.  Trade  Day  events  are  a  forum  for 
potential  foreign  agents  or  distributors  to  consider  the  possibility  of  representing  a 
particular  Pennsylvania  company's  products. 

Within  the  Office  of  International  Trade,  there  are  five  trade  specialists  each  as- 
signed a  specific  geographic  area,  e.g.,  (1)  Asia,  (2)  Canada  and  Western  Europe,  (3) 
Central  and  Eastern  Europe,  (4)  Mexico  and  Latin  America,  and  (5)  Africa,  the  Mid- 
dle East  and  India. 

These  specialists  work  in  concert  with  Pennsylvania's  three  fully  staffed  foreign 
offices  located  in  Brussels,  Belgium;  Frankfurt,  Germany;  and  Tokyo,  Japan.  And 
through  our  participation  in  the  Great  Lakes  Governor's  Program,  we  maintain  a 
relationship  with  that  organization's  office  in  Toronto  to  promote  trade  activities  in 
Canada. 
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The  Asia  trade  specialist  works  closely  with  our  Tokyo  office.  The  trade  specialist 
for  Canada  and  Western  Europe  works  with  our  office  in  Brussels  and  the  Great 
Lake's  office  in  Toronto.  The  trade  specialist  for  Central  and  Eastern  Europe  works 
with  our  office  in  Frankfurt.  Because,  as  of  yet,  we  do  not  have  offices  elsewhere, 
trade  in  Latin  America,  Mexico  and  Africa  is  coordinated  out  of  our  Department  of 
Commerce  offices.  , 

Considering  the  small  size  of  the  office,  the  activity  and  results  generated  through 
the  trade  event  program  have  been  impressive. 

During  the  last  fiscal  year,  the  office  participated  in  seven  trade  shows: 

— Pittcon  in  the  U.S. 

—Canadian  High  Tech  Show  In  Toronto,  Canada 
— Rep  Com  '93  in  Mexico  City 
— Cebit  in  Hannover,  Germany 
— Interzum  in  Cologne,  Germany 
— Comp  Fair  in  Budapest,  Hungary 
— Taipei  Electronics  in  Taiwan 
During  this  same  year,  the  office  participated  in  trade  day  events  in  Spain,  Por- 
tugal, Latin  America,  Italy,  Germany,  Southeast  Asia,  and  the  United  Kingdom. 

As  a  result  of  our  participation  in  these  trade  shows  and  trade  day  events,  253 
companies  received  over  3,000  trade  leads. 

From  January  1987  to  November  1993,  trade  show  and  trade  day  event  participa- 
tion resulted  in  the  generation  of  11,937  leads,  which  have  resulted  in  $847  million 
in  export  sales  and  the  creation  of  an  estimated  16,000  jobs. 

PENNSYLVANIA  EXPORT  PARTNERSHIP  PROGRAM 

To  facilitate  a  company's  participation  in  trade  shows,  a  new  program,  the  Penn- 
sylvania Export  Partnership  (PEP),  is  now  being  offered  through  the  Office  of  Inter- 
national Trade.  . 

Recognizing  that  many  of  our  small-  and  medium-sized  companies  were  having 
difficulty  in  participating  in  many  of  our  export  trade  programs,  specifically,  that 
some  of  our  small-  and  medium-sized  companies  could  not  afford  to  attend  a  trade 
event  so  that  they  could  assess  their  products  potential  for  exporting,  Governor 
Casey  initiated  the  Pennsylvania  Export  Partnership  (PEP)  Program.  Beginning  in 
July  1993,  the  Office,  through  the  PEP  Program,  began  offering  qualified  companies 
up  to  $2,500  to  cover  certain  expenses  incurred  as  a  result  of  their  participation  in 
trade  events  around  the  world. 

Since  July  1,  1993,  under  the  Trade  Event  Grant  Program,  we  have  made  a  total 
of  71  awards  to  companies  who  have  or  will  attend,  participate  and/or  exhibit  at  a 
foreign  trade  event. 

The  PEP  Program  also  provides  grant  funds  to  assist  in  the  operation  of  regional 
export  development  programs.  Ten  Regional  Export  Service  Providers  have  been  se- 
lected covering  the  entire  state. 

The  Regional  Export  Service  Providers  are  responsible  for  providing  direct  help 
to  the  small-  and  medium-sized  companies  in  their  service  areas.  They  will  provide 
market  research  to  companies  for  specific  products  in  a  specific  foreign  country. 
They  will  aid  companies  in  the  evaluation  of  trade  events  and  shows  that  are  spe- 
cific to  their  products  and  will  help  complete  and  verify  the  application  and  other 
requirements  necessary  to  qualify  the  company  for  a  Trade  Event  Grant. 

EXPORT  FINANCE  PROGRAM 

In  conjunction  with  the  Department's  efforts  to  identify  export  sales  opportunities, 
the  Pennsylvania  Department  of  Commerce  is  working  to  meet  the  financing  needs 
of  Pennsylvania's  exporters  through,  its  Export  Finance  Program.  A  major  compo- 
nent of  this  effort  is  the  City/State  Program.  This  is  a  joint  program  between 
Eximbank  and  the  Department  to  assist  Pennsylvania's  small-  and  medium-sized 
businesses  understand  and  make  greater  use  of  Eximbank's  loan,  guarantee  and  in- 
surance programs.  The  export  finance  specialist  at  the  Department  has  received 
training  on  Eximbank's  programs  and  will  preprocess  applications  submitted  by 
Pennsylvania  businesses.  An  Eximbank  program  officer  has  been  assigned  to  handle 
all  applications  from  Pennsylvania  and  give  them  priority  service. 

The  Pennsylvania  Office  of  International  Trade  also  offers  Pennsylvania  exporters 
the  opportunity  to  participate  in  a  Shared  Foreign  Sales  Corporation  (SFSC) 
through  which  they  can  qualify  for  a  15  percent  tax  exemption  on  export  sales. 

We  also  offer  assistance  to  Pennsylvania  businesses  who  are  interested  in 
accessing  financing  programs  and  export  opportunities  available  through  Federal 
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agencies  and  multilateral  development  banks  such  as  the  World  Bank,  the  Asian 
Development  Bank,  and  USAID. 

OTHER  PROGRAMS 

In  addition,  we  provide  to  Pennsylvania  small-  and  medium-sized  companies  ac- 
cess to  an  International  Trade  Network  of  organizations  and  associations  around  the 
world.  This  network  comprises  access  to  banks  and  provides  additional  resources  to 
a  company  to  identify  representatives  or  buyers  for  their  specific  products. 

The  Office  also  offers  a  variety  of  technology  transfer  and  education  programs.  For 
example,  it  organized  a  series  of  four  seminars  around  the  State  last  year  featuring 
a  speaker  from  the  U.S.  Embassy  in  Germany  who  discussed  the  manufactured 
housing  market  in  Central  and  Eastern  Europe. 

The  Office  of  International  Trade  also  provides  country  marketing  information. 
Resources  are  available  on  technical,  export  information  by  country.  Our  in-house 
database  and  files  contain  industry  information  by  country,  economic  data,  export 
document  requirements,  shipping  information,  and  other  general  country  informa- 
tion. 

Other  resources  provided  through  the  Office  of  International  Trade  include  an  ex- 
tensive range  of  informational  and  statistical  documents  and  directories.  Industry- 
specific  directories  are  available  for  the  major  industry  sectors  in  Pennsylvania,  in- 
cluding the  chemical  and  pharmaceutical  Industry,  the  environmental  industry  and 
medical  products,  among  others. 

The  Pennsylvania  Department  of  Commerce  has,  also,  embarked  upon  a  very  ag- 
gressive strategy  to  attract  minority-owned  businesses  to  the  opportunities  associ- 
ated with  export  trade.  The  Minority  Export  Development  and  Technical  Assistance 
Program  (MEDTAP)  is  an  intra-agency  project  between  the  Pennsylvania  Minority 
Business  Development  Authority  and  the  Office  of  International  Trade.  We  have 
contracted  with  a  private  firm,  DAC  International,  to  provide  export  assistance  to 
minority  entrepreneurs. 

This  project  has,  since  1991,  netted  remarkable  results,  including: 

— Arranging  over  $45  million  in  International  trade  financing  for  Pennsylva- 
nia firms; 

— Assisted  Pennsylvania  firms  to  acquire  over  $24  million  in  international 
procurements;  and 

— Provided  technical  assistance  and  general  export  counseling  to  over  300  mi- 
nority-owned Pennsylvania  firms. 

CONCLUSION 

The  Department  of  Commerce,  Office  of  International  Trade,  provides  a  wide  vari- 
ety of  export  service  programs  for  Pennsylvania  companies.  We  believe  that  these 
programs  are  critical  to  both  creating  new  jobs  and  in  maintaining  existing  jobs 
within  the  Commonwealth.  We  intend  to  continue  these  efforts  and  we  are  commit- 
ted to  working  closely  with  our  Federal  and  local  partners  in  achieving  the  goals 
of  the  Trade  Promotion  Coordinating  Committee's  National  Export  Strategy. 

The  Chairman.  Thank  you  for  your  testimony  and  for  providing 
your  full  statement,  too,  that  we'll  study.  That's  true  of  all  the 
other  statements  that  are  not  able  to  be  briefly  summarized. 

Ms.  Sifer. 

STATEMENT  OF  KATHLEEN  SIFER,  FIRST  VICE  PRESIDENT, 
MELLON  BANK  NA,  PITTSBURGH,  PA 

Ms.  Sifer.  I'm  pleased  to  be  an  invited  participant  in  today's  dis- 
cussion on  the  U.S.  government  export  promotion  efforts.  And  on 
behalf  of  Mellon  Bank  I'd  like  to  thank  you,  Senator  Wofford  for 
including  us  in  this  event. 

Commercial  bank  involvement  in  trade  finance  decreased  dra- 
matically through  the  1980s  as  many  banking  institutions  were 
saddled  with  problem  loans  in  the  lesser  developed  countries  of  the 
world,  particularly  in  Latin  America.  Mellon  Bank  was  not  unique, 
and  was  burdened  by  LDC  debt  problems  which  resulted  in  a  con- 
traction in  the  bank's  international  activities.  While  the  bank  was 
retreating  internationally,  one  area  of  international  lending  contin- 
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ued  to  remain  to  be  a  viable  business  activity,  trade  finance. 
Mellon's  continuing  involvement  in  trade  finance  is  in  large  part  a 
result  of  the  availability  of  the  U.S.  Government  programs  such  as 
U.S.  Export/Import  bank  guarantees,  intermediary  loan  programs 
as  well  as  the  former  insurance  programs  of  the  Foreign  Credit  In- 
surance Association  which  has  now  been  absorbed  by  the 
Eximbank. 

It  is  our  view  that  the  U.S.  Export-Import  Bank  plays  a  valuable 
role  in  supporting  U.S.  exports  and  fostering  U.S.  export  activity. 
As  a  user  of  the  Eximbank  programs,  Mellon  Bank  supported  the 
Senate  action  on  the  fiscal  year  1994  funding  for  the  Eximbank 
and  was  pleased  to  see  the  approved  increase  in  level  of  support 
with  a  $1  billion  total  budget  authority  for  fiscal  year  1994.  The 
removal  of  the  cap  placed  on  the  Eximbank's  program  activity  also 
was  a  favorable  change  that  will  allow  the  Eximbank  the  flexibility 
to  administer  its  budget  authority  through  the  credit  subsidy  cal- 
culation. This  change  enabled  the  Eximbank  to  support  a  higher 
dollar  value  of  U.S.  exports. 

We  are  of  the  opinion  that  the  U.S.  Congress  should  continue  to 
appropriate  sufficient  funding  to  the  Eximbank  to  ensure  its  com- 
petitiveness in  the  world  export  markets,  particularly  vis-a-vis  the 
other  export  credit  agencies.  We  believe  tnat  the  U.S.  Export/Im- 
port Bank  has  become  a  much  more  market  oriented  financial  in- 
stitution over  the  past  few  years  which  should  give  the  U.S.  export- 
ers a  competitive  edge  in  the  global  export  arena. 

Some  of  the  positive  changes  that  have  occurred  since  1987  in- 
clude enhancements  to  its  guarantees,  the  ability  to  finance  expo- 
sure, legal  and  other  type  of  fees,  and  the  flexibility  to  choose  be- 
tween different  payment  mechanisms.  Most  importantly  I  think  for 
the  small  business  and  medium  sized  exporters  the  increase  in  the 
guarantee  cover  of  the  Working  Capital  Guarantee  program  from 
90  percent  100  percent. 

Unfortunately,  the  Trade  Promotion  Coordinating  Committee  has 
recommended  that  this  cover  be  harmonized  with  the  85  percent 
cover  provided  by  the  Small  Business  Administration's  export 
working  capital  line  of  credit  program.  The  proposed  harmonized 
guarantee  cover  would  be  90  percent. 

At  Mellon  Bank  we  have  benefitted  from  some  recent  changes  en- 
acted at  the  Eximbank  since  the  Honorable  Kenneth  Brody  became 
its  chairman.  Specifically  Mellon  Bank  was  concerned  that  the 
Eximbank  was  limiting  access  to  certain  countries  via  Credit  Guar- 
antee Facilities  and  was  restricting  the  ability  of  banks  to  service 
requirements  of  their  exporting  clients. 

We  recommended  to  the  Eximbank  that  sufficient  credit  avail- 
ability be  retained  in  all  markets  to  support  individual  client  trans- 
actions and  that  the  Eximbank  should  instruct  its  officers  to  con- 
sider single  buyer  transactions  in  particular  markets.  The 
Eximbank  agreed  with  Mellon's  position  and  reopened  the  market 
in  question  at  this  time,  it  was  Algeria,  and  we  were  able  to  satisfy 
a  Pennsylvania  exporter. 

It's  important  to  note  that  the  Eximbank  is  currently  in  the  proc- 
ess of  obtaining  input  from  both  the  export  community  and  com- 
mercial banking  sector  on  a  number  of  proposed  changes  to  its  op- 
erations  and  programs.   We've  been   pleased  by  the   Eximbank's 
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proactive  approach  in  both  its  reinventing  process  and  its  active  so- 
licitation of  the  export  community's  comments  on  its  reinventing 
proposals. 

I'd  like  to  take  a  moment  to  comment  on  some  of  these  proposals 
and  on  how  they  might  impact  the  export  community.  My  focus,  of 
course,  is  more  towards  the  trade  financing  aspects. 

Medium-term  export  financing  support  is  currently  available 
from  the  Eximbank  in  the  form  of  100  percent  unconditional  guar- 
antee and  a  90  percent  insurance  product.  Turnaround  from  the 
Eximbank  on  the  guarantee  program  is  inordinately  longer  than 
the  length  of  time  to  process  insurance.  Time  delays  can  result  in 
exporters  losing  out  on  contracts. 

The  Eximbank's  proposed  solution  is  to  offer  an  unconditional 
guarantee  for  time  sensitive  transactions.  The  conditionality  of  the 
guarantee  may  not  be  acceptable  to  banks  and  may  impact  the  in- 
terest rate  charged  on  the  transactions  which  could  make  the  ex- 
porter lose  the  contract.  It  would  appear  that  the  Eximbank  should 
attempt  to  re-engineer  the  approval  process  to  reduce  the  process- 
ing time  of  the  guarantee  rather  than  reducing  the  guarantee  cov- 
erage. 

Regarding  the  Working  Capital  Guarantee  program.  Another 
reinventing  proposal  by  the  Eximbank  is  to  harmonize  the  guaran- 
tee coverage  as  I've  mentioned  to  90  percent  and  also  to  permit  a 
delegation  of  authority  of  up  to  $2  million  per  borrower  for  quali- 
fied lenders.  Because  this  program  is  directly  linked  to  the  small- 
and  mid-sized  exporters,  it's  critical  to  ensure  that  the  programs 
can  be  effectively  marketed  to  small-  and  mid-size  exporters  and 
that  commercial  lenders  are  willing  to  share  in  the  10  percent  risk. 

While  Mellon  Bank  supports  Eximbank's  effort  to  delegate  au- 
thority to  qualified  lenders,  as  this  will  enable  Eximbank  to  lever- 
age its  available  lending  officers,  we  believe  that  the  proposed  risk 
retention  of  ten  percent  will  be  prohibitive  for  many  banks.  After 
all,  these  programs  generally  support  undercapitalized  exporters 
who  do  not  have  the  financial  strength  to  obtain  financing  on  their 
own  in  the  commercial  banking  community.  Perhaps  a  retention 
rate  of  less  than  ten  percent  should  be  considered. 

The  success  of  this  program  will  also  be  directly  linked  to  the 
ability  of  the  SBA  and  Eximbank  to  effectively  market  the  pro- 
gram. The  one-stop  regional  offices  recommended  in  the  TPCC  re- 
port should  assist  in  both  the  marketing  and  distribution  of  this 
program.  In  general,  we  believe  the  concept  of  the  one-stop  shop  to 
be  a  great  idea  as  we  often  hear  from  exporting  customers,  particu- 
larly smaller  exporters  and/or  the  new-to-export  companies,  that 
they're  overwhelmed  by  the  number  of  local,  State  and  government 
offices  which  claim  to  offer  export  assistance.  Should  the  pilot  of- 
fices that  have  been  established  prove  to  be  successful,  we  would 
hope  that  those  offices  would  be  expanded  to  other  major  exporting 
states,  including  Pennsylvania. 

While  not  included  in  the  reinventing  proposals,  we  would  like 
to  make  two  suggestions  for  additional  proposals  to  be  considered. 

The  first  is  that  of  delegated  authority.  Pre-1987  the  Eximbank 
granted  a  delegated  authority  to  qualified  lenders  under  its  me- 
dium term  guarantee  program.  We  believe  this  concept  should  be 
re-evaluated  to  enable  the  Eximbank  to  support  a  greater  volume 


33 

of  transactions  with  its  existing  resources.  Commercial  banks  may 
be  willing  to  assume  some  risk  in  exchange  for  this  delegated  au- 
thority. 

The  Eximbank  short  term  insurance  program  should  be  re-evalu- 
ated to  stimulate  usage  from  small-  and  mid-size  companies.  The 
re-evaluation  should  address  the  individual  versus  the  pooled  re- 
ceivable concept.  This  Eximbank  program  requires  individual  in- 
voice tracking  versus  the  commercial  banking  convention  of  ad- 
vancing against  pooled  receivables.  Individual  tracking  is  too  cost 
prohibitive  for  commercial  banks  to  use  and  many  banks  then  ex- 
clude foreign  receivables  from  their  customer's  oorrowing  bases, 
limiting  the  amount  of  financing  available  to  small-  and  mid-size 
exporters. 

While  I've  focused  largely  on  the  Eximbank,  I'd  like  to  mention 
one  government-sponsored  program  that  has  been  very  successful 
in  matching  exporters  seeking  trade  financing  with  banks  that  pro- 
vide trade  finance  services.  The  program  is  called  AXCAP  (Access 
to  Export  Capital)  and  is  funded  by  the  Commerce  Department  and 
is  managed  by  the  Banker's  Association  for  Foreign  Trade  (BAFT). 
Since  the  program's  initiation  in  November  1993,  AXCAP  has 
matched  some  $1.3  billion  in  financing  for  exporters  with  trans- 
actions ranging  in  the  size  of  $35,000  to  $400  million.  AXCAP  is 
a  free  service  that  is  accessed  through  an  800  number.  We  would 
encourage  the  expansion  of  this  type  of  program  because  it  benefits 
the  small-  and  mid-sized  exporters. 

In  summary,  Mellon  Bank  is  encouraged  by  the  current  adminis- 
tration's emphasis  on  providing  assistance  to  the  U.S.  export  com- 
munity and  believes  that  the  U.S.  Eximbank  provides  a  valuable 
service  to  the  community.  Through  its  reinventing  process  the 
Eximbank  should  be  able  to  effectively  assist  the  small-,  mid-size 
and  large  corporate  exporters  expand  their  export  activities.  At 
Mellon  Bank,  we  will  continue  to  be  an  active  and  satisfied  user 
of  these  programs. 

Thank  you. 

The  Chairman.  Thank  you.  Ms.  Rosenthal. 

STATEMENT  OF  ROSEANN  ROSENTHAL,  SENIOR  VICE  PRESI- 
DENT, PHILADELPHIA  INDUSTRIAL  DEVELOPMENT  COR- 
PORATION, PHILADELPHIA,  PA 

Ms.  Rosenthal.  Thank  you.  While  I  am  with  the  Philadelphia 
Industrial  Development  Corporation,  today  I'm  here  on  behalf  of 
the  Southeastern  Pennsylvania  Export  Consortium,  a  relatively 
new,  five-county,  12  member  association  of  economic  development 
organizations  which,  we  believe,  establishes  a  model  for  integrated 
functional  cooperation  around  the  specific  objective  of  export  pro- 
motion. As  Mike  mentioned,  we  have  been  designated  by  the  Com- 
monwealth as  the  provider  in  the  southeast  region  under  the  Penn- 
sylvania Export  Partnership  program. 

The  impetus  for  the  creation  of  the  Export  Consortium  can  be 
found  in  what  we  call  "Strategy  21" — "A  Regional  Strategy  for  In- 
dustry Competitiveness."  Strategy  21  is  a  unique  partnership 
among  21  organizations  from  the  Southeastern  Pennsylvania  util- 
ity, economic  development,  and  port  communities.  Its  function  is  to 
provide  a  context  and  a  process  to  enable  us  to  focus  on  and  imple- 
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ment  specific  initiatives  that  will  improve  the  region's  competitive 
position. 

The  Export  Consortium  is  one  of  the  most  critical  of  those  initia- 
tives. Its  specific  objective  is  to  increase  the  ability  of  area  compa- 
nies to  identify,  penetrate  and  be  competitive  in  global  markets.  To 
do  this,  we  assembled  around  our  table  a  mix  of  organizations  in- 
cluding export  promotion  agencies  who  provide  export  promotion 
services  together  with  organizations  who  work  with  companies  to 
develop  and  commercialize  new  products,  design  and  implement  in- 
novative production  functions,  and  finance  both. 

Encouraging  innovative  products  and  production  methods  is  a 
major  concern  in  Southeastern  Pennsylvania.  Several  years  ago,  a 
Core  State  Bank  Business  Survey  showed  that  among  manufactur- 
ing repondents  to  the  survey  in  the  five  counties,  70  percent  de- 
fined their  primary  product  as  "mature/stable".  Another  10  percent 
defined  it  as  "mature/declining"  and  only  20  percent  reported  new 
products  with  rapidly  increasing  sales. 

It's  our  belief  that  if  we  are  to  be  internationally  competitive,  if 
we  are  to  succeed  in  exporting,  we  need  to  increase  the  20  percent 
and  we  need  to  convert  some  of  that  70  percent  to  "mature  but 
growing"  firms. 

I'm  sorry  that  Aleda  Loughman  isn't  here.  When  we  began  the 
notion  of  the  Export  Consortium,  we  pulled  together  a  focus  group 
of  exporting  companies  to  get  a  sense  of  what  it  was  they  needed 
to  help  us  define  the  mix  of  services  that  we  would  be  providing. 
And  financing  for  ISO-9000  was  one  of  the  issues  that  they  identi- 
fied. 

In  response,  we  worked  with  the  Delaware  Valley  Industrial  Re- 
source Center  and  we  now  have  a  mini  financing  program  to  help 
companies  who  need  additional  financing  for  that  particular  need, 
for  ISO-9000. 

Our  approach  to  export  development  can  be  illustrated  by  the 
case  of  the  Natco  International  Division  of  Atlantic  Metals  Cor- 
poration. Atlantic  Metals  is  a  Philadelphia  firm,  formed  in  1939, 
that  manufactures  and  exports  metallurgical  powders  used  by  the 
steel  industry.  Over  a  decade  ago,  Natco  expressed  a  desire  to  enter 
foreign  markets  but  was  ill-equipped  to  do  so  because  of  an  obsoles- 
cent product  line.  The  Ben  Franklin  Technology  Center  of  South- 
eastern Pennsylvania  assisted  Atlantic  to  develop  new  products. 
Then  the  Philadelphia  Industrial  Development  Corporation  partici- 
pated with  investments  for  new  machinery  and  equipment  nec- 
essary to  manufacture  the  new  products.  Finally,  the  Delaware 
Valley  Industrial  Resource  Center  continues  to  assist  Atlantic  in 
several  areas,  including  the  implementation  of  Total  Quality  Man- 
agement. Today  they  export  on  an  established  basis  to  Canada  and 
Venezuela  and  are  exploring  several  other  South  American  mar- 
kets. The  point  is  that  traditional  export  promotion  strategies 
would  have  been  of  no  use  to  Atlantic  Metals  if  they  had  not  first 
reinvented  their  company  with  respect  to  the  quality  process. 

We  believe  this  example  has  applicability  to  the  National  Export 
Strategy.  Appendix  D  of  the  Strategy  summarizes  the  purpose  of 
the  Trade  Promotion  Coordinating  Committee  as  one  of  providing 
".  .  .a  framework  to  develop  a  strategic  plan  and  to  coordinate  the 
government's   export  promotion   and   export  financing  activities." 
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While  promotion  and  financing  are  important  to  any  strategy  de- 
signed to  encourage  exports,  and  while  the  benefits  and  leverage 
that  come  from  the  coordination  of  efforts  should  not  be  mini- 
mized— indeed,  that  has  been  an  organizing  principle  of  the  South- 
eastern Pennsylvania  Export  Consortium — we  submit  that  this  ap- 
proach falls  short  because  it  fails  to  include  a  third  set  of  issues — 
those  that  focus  on  making  U.S.  producers  world  class  competitors. 

The  National  Export  Strategy  takes  a  step  toward  recognition 
these  issues  in  its  discussion  of  the  role  product  standards  and  cer- 
tification requirements.  But  it  is  indicative  that  this  discussion  oc- 
curs in  a  chapter  entitled  "Regulatory  Obstacles  to  Exports"  rather 
than  within  a  context  that  describes  the  contribution,  such  stand- 
ards can  make  by  stimulating  companies  to  create  and  upgrade 
their  competitive  advantage. 

One  way  to  help  nurture  this  perspective  is  to  include  those  who 
represent  it  in  the  discussions  of  the  Trade  Promotion  Coordinating 
Committee.  We  note  that  the  TPCC  anticipates  broadening  its  rep- 
resentation beyond  those  entities  traditionally  associated  with 
trade  promotion.  We  would  go  a  step  further  and  urge  that  agen- 
cies such  as  the  Department  of  Commerce,  DOD  and  SBA  draw  on 
the  experience  of  certain  of  their  non-trade  directed  departments — 
the  National  Institute  of  Standards  and  Technology,  the  Small 
Business  Innovation  Research  program,  as  they  develop  input  to 
this  group. 

Some  of  this  cross  fertilization  is  touched  upon  in  the  Strategy's 
discussion  of  Environmental  Technologies  Exports.  We  would  rec- 
ommend that  this  interdisciplinary  approach  be  extended  to  other 
industrial  sectors  and  that  export  promotional  activities  be  tied 
more  closely  to  strategies  for  improving  the  competitiveness  of  spe- 
cific industries  and  industrial  clusters. 

Finally  we  would  like  to  add  our  voice  to  those  calling  for  atten- 
tion to  the  issue  of  export  finance.  The  paperwork  and  time  costs 
involved  with  government  supported  finance  programs  often  make 
them  structurally  unsuited  for  the  small-  and  medium-sized  busi- 
ness and  unattractive  to  many  commercial  lenders.  The  National 
Export  Strategy  has  as  a  goal  the  creation  of  ".  .  .an  enhanced  ex- 
port financing  role  by  State  and  local  finance  entities,  (including 
local  port  and  industrial  development  authorities).  .  .  "  We  concur 
with  this  goal  and  have  offered  specific  comments  and  rec- 
ommendations in  our  written  testimony. 

The  Export  Consortium,  as  part  of  its  1994  work  plan,  is  ad- 
dressing the  issue  of  export  finance.  We  would  welcome  the  oppor- 
tunity to  work  with  your  staff  and  others  to  develop  mechanisms 
that  will  be  effective  at  increasing  business  access  to  Federal  Gov- 
ernment financing. 

In  conclusion,  we  applaud  the  attention  to  export  promotion  but 
we  urge  that  the  mission  be  broadened  beyond  one  of  promoting 
the  U.S.  as  a  country  that  produces  quality  products,  and  incor- 
porate measures  to  ensure  that  the  U.S.  is  a  nation  that  produces 
quality  products. 

[The  prepared  statement  of  Ms.  Rosenthal  follows:] 
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Prepared  Statement  of  RoseAnn  B.  Rosenthal,  Philadelphia  Industrial 
Development  Corporation 

My  name  is  RoseAnn  B.  Rosenthal,  and  I  am  Senior  Vice  President  at  the  Phila- 
delphia Industrial  Development  Corporation  ("PIDC").  PIDC  was  organized  in  1958 
as  quasi-public  partnership  of  the  City  of  Philadelphia  and  the  Greater  Philadelphia 
Chamber  of  Commerce.  One  of  the  Nation's  first  examples  of  a  public/private  part- 
nership, it  continues  to  be  a  national  model  for  economic  development  organizations. 
Today  I  am  here  on  behalf  of  the  Southeastern  Pennsylvania  Export  Consortium, 
a  5-county,  12-member  association  of  economic  development  organizations  which,  we 
believe,  establishes  a  new  model  for  functional  cooperation  around  a  specific  objec- 
tive— in  this  case,  exports. 

The  12  Consortium  members  bring  extensive  experience  to  this  mission,  both 
through  the  strengths  of  their  individual  organizations  and  through  the  collective 
background  and  experience  of  their  staff.  Submitted,  as  part  of  the  written  testi- 
mony, is  information  on  each  of  the  Consortium's  participants. 

The  impetus  for  the  creation  of  the  Export  Consortium  can  be  found  in  what  we 
call  "Strategy  21" — "A  Regional  Strategy  for  Industry  Competitiveness."  Strategy  21 
is  a  unique  partnership  among  21  organizations  from  the  Southeastern  Pennsylva- 
nia utility,  economic  development,  ana  port  communities.  It's  function  is  to  provide 
a  context  and  a  process  to  enable  us  to  focus  on  and  implement  specific  initiatives 
that  will  improve  the  region's  competitive  position.  The  Export  Consortium  is  one 
of  the  most  critical  of  those  initiatives,  and  its  members  are  drawn  from  the  organi- 
zations represented  in  Strategy  21. 

The  Southeastern  Pennsylvania  Export  Consortium  represents  an  unprecedented 
level  of  voluntary  cooperation  and  coordination  among  the  12  consortium  members 
to  direct  existing  resources,  and  leverage  new  resources,  on  one  specific  objective — 
increasing  the  ability  of  area  companies  to  identify,  penetrate  and  be  competitive 
in  global  markets. 

To  quote  from  the  National  Export  Strategy,  the  "New  equation  for  the  economic 
future:  Ex  ports -Jobs."  The  presence  and  growth  of  internationally  competitive  enter- 
prises in  our  region  means  job  opportunities.  In  Pennsylvania,  exports  are  a  big  and 
growing  sector  of  the  economy.  Merchandise  trade  exports  for  1992  are  estimated 
at  $12.1  billion.  This  represented  a  7.1  percent  increase  over  1991's  level  and  it,  in 
turn,  represented  an  8.6  percent  increase  over  1990. 

Using  the  familiar  constant  from  the  U.S.  Department  of  Commerce  that  every 
$1.0  billion  in  exports  supports  19,100  U.S.  jobs,  the  current  level  of  Pennsylvania 
exports  implies  that  231,110  Pennsylvanian  jobs  can  be  attributed  to  exports — 
equivalent  to  about  5  percent  of  total  Pennsylvania  employment. 

It  is  estimated  that  Southeastern  Pennsylvania  holds  a  40  percent  share  of  state- 
wide exports,  or  approximately  $4.84  billion  in  1992.  Exports  at  this  level  support 
92,444  jobs  in  Southeastern  Pennsylvania,  equivalent  to  about  5.5  percent  of  total 
employment  in  the  five  counties.  All  these  impacts  are  based  on  merchandise  ex- 
ports. Because  data  on  the  export  of  services  is  extremely  unreliable,  even  at  the 
U.S.  level,  it  is  reasonable  to  assume  that  these  impacts  would  be  higher  if  "invisi- 
ble" exports  such  as  medical  and  engineering  services  could  be  captured — areas  of 
strength  in  Southeastern  Pennsylvania. 

The  need  to  create  job  opportunities  is  particularly  acute  in  the  Delaware  Valley 
which  has  suffered  larger  Federal  civilian  job  losses  than  any  state  in  the  country 
as  a  result  of  BRAC-91 — almost  10,000 — more  than  one-third  of  the  national  total. 
And  this  does  not  account  for  iob  losses  resulting  from  business  lost  to  the  defense 
sector  as  a  result  of  the  general  defense  build-down. 

In  1990-91  the  Pennsylvania  Industrial  Resource  Centers  and  KPMG  Peat 
Marwick  surveyed  DOD  contractors  across  Pennsylvania.  The  importance  which 
Pennsylvania  defense  contractors  placed  on  developing  international  markets  as  an 
adjustment  strategy  was  unexpected  as  to  the  order  of  magnitude.  Forty-three  per- 
cent of  all  respondents  and  53.5  percent  of  manufacturing  respondents  already  were 
working  or  anticipated  working  to  develop  international  markets. 

The  Pennsylvania  Industrial  Resource  Centers  and  KPMG  Peat  Marwick  pres- 
ently are  revisiting  many  of  these  issues,  with  a  particular  focus  on  the  manufactur- 
ing sector.  The  new  survey  still  is  in  progress,  but  returns  received  so  far  from  280 
manufacturing  firms  across  Pennsylvania  indicate  that  25.0  percent  of  respondents 
already  have  taken  action  to  develop  international  markets  as  a  defense  adjustment 
strategy,  with  an  additional  27.1  presently  working  on  or  anticipating  working  on 
this  task.  The  combined  weight  of  responses  (52.1  percent)  in  1993-1994,  then,  cor- 
responds to  the  importance  of  international  market  development  in  1990-1991  (53.5 
percent). 
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These  preliminary  survey  returns  further  indicate  that  approximately  two-thirds 
of  defense  contractor  respondents  in  Southeastern  Pennsylvania  presently  export  to 
some  extent  (there  was  no  comparable  question  in  the  1990-1991  survey).  With  the 
median  exporter  employing  only  62  persons,  this  is  not  the  Fortune  500! 

There  is  no  clear  clustering  by  product.  Many  firms  produce  prosaic  items,  such 
as  foodstuffs  or  industrial  fittings.  On  the  other  hand,  40  percent  of  the  reporting 
establishments  are  involved  with  one  or  more  of  21  "Critical  Technologies"  as  out- 
lined by  the  Department  of  Defense.  These  firms  should  have  the  basis  for  commer- 
cial markets-domestic  or  international — on  a  competitive  basis. 

It  is  a  recognition  of  the  strength  of  the  double  helix  that  results  when  the  export 
promotion  efforts  are  interwoven  with  a  strategy  to  increase  industry  competitive- 
ness that  established  the  framework  for  the  composition  and  focus  of  the  Southeast- 
ern Pennsylvania  Export  Consortium.  Added  to  the  mix  of  organizations  that  pro- 
vide export  promotion  activities  are  organizations  who  work  with  companies  to  de- 
velop and  commercialize  new  products,  design  and  implement  innovative  production 
functions,  and  finance  both. 

Encouraging  innovative  products  is  a  major  concern  in  Southeastern  Pennsylva- 
nia. Several  years  ago  (Q1II91),  a  CoreStates  Bank  Business  Survey  showed  that 
among  manufacturing  respondents  in  the  five  counties,  70  percent  defined  their  pri- 
mary product  as  "mature/stable,"  and  another  10  percent  defined  it  as  "mature/de- 
clining." Only  20  percent  of  firms  reported  new  products  with  rapidly  increasing 
sales. 

With  respect  to  the  production  function,  we  seek  to  encourage  and  measure  inno- 
vative firm  behaviors.  There  is  "soft"  investment  in  human  capital,  and  "hard"  in- 
vestment in  physical  capital.  The  current  DOD  Contractor  Survey,  for  example, 
seeks  to  capture  the  diffusion  of  continuing  employee  training,  employee  involve- 
ment teams,  Total  Quality  Management,  and  ISO  9000.  Among  manufacturing  firms 
from  Southeastern  Pennsylvania  that  have  responded  to  date,  those  that  export  re- 
port an  average  of  1.9  behaviors  per  firm  out  of  the  potential  maximum  of  four.  This 
compares  to  only  0.5  behavior  per  firm  among  non -exporters. 

What  this  all  means  can  be  illustrated  by  the  case  of  the  Natco  International  Divi- 
sion of  Atlantic  Metals  Corporation.  Atlantic  Metals  is  a  Philadelphia  firm,  formed 
in  1939,  that  manufacturers  and  exports  metallurgical  powders  used  by  the  steel  in- 
dustry. Over  a  decade  ago,  management  expressed  a  desire  to  enter  foreign  markets, 
but  was  ill-equipped  to  do  so  because  of  an  obsolescent  product  line.  The  Ben  Frank- 
lin Technology  Center  of  Southeastern  Pennsylvania  assisted  Atlantic  to  develop 
new  products.  Then  the  Philadelphia  Industrial  Development  Corporation  partici- 
pated with  investments  in  new  machinery  and  equipment  necessary  to  manufacture 
the  new  products.  Finally,  the  Delaware  Valley  Industrial  Resource  Center  contin- 
ues to  assist  Atlantic  in  several  areas,  including  the  implementation  of  Total  Qual- 
ity Management.  Today,  they  export  on  an  established  basis  to  Canada  and  Ven- 
ezuela and  are  exploring  several  other  South  American  markets.  The  point  is  that 
traditional  export  promotion  strategies  would  be  of  no  use  if  Atlantic  Metals  had 
not  first  reinvented  the  company  with  respect  to  product  and  process. 

We  believe  this  lesson  has  applicability  to  the  National  Export  Strategy.  "Appen- 
dix D"  of  the  Strategy  summarizes  the  purpose  of  the  Trade  Promotion  Coordinating 
Council  CTPCC").  As  stated,  it  is  "...  to  provide  a  framework  to  develop  a  strategic 
plan  and  to  coordinate  the  government's  export  promotion  and  export  financing  ac- 
tivities." While  promotion  and  financing  are  important  to  any  generic  activity  associ- 
ated with  encouraging  exports,  and  while  the  benefits  and  leverage  that  comes  from 
a  coordination  of  efforts  should  not  be  minimized — indeed  that  has  been  an  organiz- 
ing principle  of  the  Southeastern  Pennsylvania  Export  Consortium — we  submit  that 
this  approach  falls  short  because  it  fails  to  include  a  third  set  of  issues — those  that 
focus  on  making  U.S.  producers  World  Class  competitors. 

The  National  Export  Strategy  does  take  a  step  toward  recognition  of  these  issues 
in  its  discussion  of  the  role  of  product  standards  and  certification  requirements.  But 
it  is  indicative  that  this  discussion  occurs  in  a  chapter  entitled  "Regulatory  Obsta- 
cles to  Exports"  rather  than  within  a  context  that  describes  the  contribution  such 
standards  can  make  by  stimulating  companies  to  create  and  upgrade  their  competi- 
tive advantage.  It  is  the  addition  of  this  type  of  perspective  that  we  believe  would 
enhance  the  National  Export  Strategy. 

One  way  to  help  create  this  perspective  is  to  include  those  who  represent  it  in 
the  discussions  of  the  Trade  Promotion  Coordinating  Committee.  We  are  encouraged 
to  read,  albeit  in  a  footnote  to  "Appendix  D"  of  the  Strategy,  that  the  TPCC  antici- 
pates broadening  its  representation  beyond  those  entities  traditionally  associated 
with  trade  promotion — specifically  the  Department  of  Labor,  the  National  Economic 
Council  ana  the  Council  of  Economic  Advisors.  We  would  go  a  step  further,  and  urge 
that  the  Department  of  Commerce,  DOD  and  SBA,  as  examples,  draw  on  the  experi- 
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ence  of  certain  of  their  non-trade  directed  departments — the  National  Institute  of 
Standards  and  Technology,  the  Small  Business  Innovation  Research  Program,  and 
the  Advanced  Research  Products  Administration,  as  they  develop  input  to  this 
group. 

Some  of  this  "cross  fertilization"  is  touched  upon  in  the  Strategy's  discussion  of 
Environmental  Technologies  Exports.  We  would  recommend  that  this  interdiscipli- 
nary approach  be  extended  to  other  industrial  sectors,  and  that  export  promotional 
activities  be  tied  more  closely  to  strategies  for  improving  the  competitiveness  of  spe- 
cific industries  and  industrial  clusters. 

Finally,  we  would  like  to  add  our  voice  to  those  calling  for  attention  to  the  issue 
of  export  finance.  The  paperwork  and  time  costs  involved  with  government  sup- 
ported finance  programs  makes  them  structurally  unsuited  for  the  small-  and  me- 
dium-sized business  and  unattractive  to  commercial  lenders.  The  National  Export 
Strategy  has  as  a  goal,  the  creation  of  an  .  .  ."enhanced  export  financing  role  for 
qualified  state/local  finance  entities  (including  local  port  and  industrial  development 
authorities).  .  ."  We  concur  with  the  goal,  but  would  like  to  comment  on  the  rec- 
ommendations proposed. 

The  first  recommendation  proposes  a  shared  risk  arrangement  between  the  Fed- 
eral Government  and  qualified  state/local  export  financial  entities,  but  it  is  silent 
on  what  if  any,  shared  rewards  would  result.  Recently,  the  Pennsylvania  Depart- 
ment of  Commerce  announced  a  restructuring  of  its  delivery  mechanism  for  certain 
small  business  loans  in  order  to  increase  the  role  of  the  local  providers  and  improve 
loan  turnaround.  I  participated  on  the  task  force  that  addressed  this  restructuring. 
The  tact  we  took  was  to  incorporate  the  revised  system  both  incentives  for  the  local 
providers  to  assume  greater  responsibilities,  increasing  the  rewards  for  superior  per- 
formance; and  requirements  together  with  the  mechanisms,  for  continued  profes- 
sional training  of  the  local  providers.  This  is  a  model  the  NES  may  want  to  exam- 
ine. „ 

The  second  recommendation  proposes  that  SBA  offer  "preliminary  commitments 
to  exporters  whose  loans  are  packaged  by  qualified  state/local  entities.  It  is  not  clear 
to  me  what  the  value  of  this  would  be  to  the  local  network  or  to  the  exporter.  Per- 
haps we  can  go  further  and  examine  a  model  that  draws  from  the  preferred  lender 
concept  within  SBA,  and  applies  this  to  regional  pools  of  export  finance  capital 
formed  by  public  and  private  interests. 

The  Export  Consortium,  as  part  of  its  1994  work  plan,  is  addressing  the  issue  of 
export  finance.  We  would  welcome  the  opportunity  to  work  with  your  staff  and  oth- 
ers at  the  Federal  level  to  develop  mechanisms  that  will  be  effective  at  increasing 
business  access  to  Federal  Government  financing. 

In  conclusion,  we  applaud  the  Clinton  Administration  for  directing  attention  to  ex- 
port promotion.  We  urge  that  the  mission  be  broadened  beyond  one  of  promoting 
the  U.S.  as  a  country  that  produces  quality  products,  and  incorporate  measures  to 
insure  that  the  U.S.  is  a  nation  that  produces  quality  products. 

Thank  you  for  the  opportunity  to  testify. 


BEN  FRANKLIN  TECHNOLOGY  CENTER  OF  SOUTHEASTERN  PENNSYLVANIA  (BFTC),  DR. 
PHILIP  A.  SINGERMAN,  PH.D.,  PRESIDENT/CEO,  MARJORIE  HILL,  DIRECTOR  OF  THE  BEN 
FRANKLIN  BUSINESS  INFORMATION  CENTER. 

Founded  in  1983,  the  Ben  Franklin  Technology  Center  is  an  independent,  non- 

grofit  economic  development  corporation  which  locally  administers  Pennsylvania 
en  Franklin  Partnership  Program.  Its  mission  is  to  promote  economic  competitive- 
ness, through  innovation  and  technology,  by  means  of  partnerships  between  public, 
private  and,  academic  communities. 

The  Ben  Franklin  Technology  Center  is  the  largest  source  of  seed-capital  for  tech- 
nology development  in  the  Philadelphia  region  and  a  leader  in  the  transfer  of  tech- 
nology from  universities  to  early  stage  companies  through  financial  incentives  and 
other  collaborative  arrangements.  The  Technology  Center  helps  fund  new  product 
development  for  small  businesses  through  a  variety  of  equity,  loan,  and  grant  pro- 
grams, including  the  Innovation  Award  Program  for  prototype  generation,  the 
Emerging  Company  Investment  Program,  the  Company  University  R&D  Program, 
and  the  Enterprise  Growth  Fund,  and  fund  dedicated  to  providing  start-up  capital 
to  women  and  minority  entrepreneurs.  Through  its  university -based  Center  of  Re- 
search Excellence,  the  Technology  Center  provides  access  to  world-class  facility  and 
facilities  and  introduces  university  researchers  to  the  entrepreneurial  community. 

The  Technology  Center  manages  a  number  of  specialized  programs  that  offer 
unique  resources  to  the  entrepreneurial  community.  These  programs  include  the 
START  Technology  Partnership  which  provides  a  "window"  on  the  region's  entire 
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range  of  university  technologies  that  have  commercial  potential,  the  Business  Infor- 
mation Center  which  allows  instant  access  to  on-line  electronic  databases  with  time- 
ly technology,  market,  industry,  and  competitive  information,  and  the  Small  Busi- 
ness Innovation  Research  Office,  which  provides  access  to  Federal  funding  opportu- 
nities for  small  businesses  engaged  in  product  research  and  development.  The  Tech- 
nology Center  also  helps  develop  regional  networks  of  economic  development  organi- 
zations and  educational  institutions  to  support  small  business  incubators,  provide 
export  services  and  offer  total  quality  management  training. 

The  Technology  Center  is  an  active  supporter  of  the  Regional  Strategy  for  Indus- 
try Competitiveness,  a  collaborative  effort  of  the  Delaware  Valley  Industrial  Re- 
source Center,  the  Philadelphia  Industrial  Development  Corporation,  and  other  re- 
gional economic  development  organizations  and  utilities. 

Dr.  Singerman  is  responsible  for  promoting  regional  economic  development  in  the 
Greater  Philadelphia  area  through  the  application  of  science  and  technology. 
Singerman  has  20  years  experience  in  economic  development  as  a  manager,  teacher, 
and  analyst.  Since  1983  he  has  served  as  the  CEO  of  the  Technology  Center  and 
has  been  responsible  for  managing  an  annual  program  of  $25  million  involving 
scores  of  educational,  research,  and  training  institutions,  and  hundreds  of  compa- 
nies. Dr.  Singerman  currently  serves  on  the  Advisory  Boards  of  the  Drexel  Univer- 
sity College  of  Engineering,  Genesis  Seed  Capital  Fund,  Greater  Philadelphia 
Health  Care  Congress,  Greater  Philadelphia  International  Network,  Philadelphia 
Commercial  Development  Corporation,  Philadelphia-Israel  Chamber  of  Commerce, 
and  the  Pennsylvania  Biotechnology  Association.  He  was  a  founding  member  of  the 
Delaware  Valley  Industrial  Resource  Center  and  a  member  of  the  Governor's  Task 
Force  on  Technology  Transfer.  Singerman  has  a  B.A.  from  Oberlin  College  and  an 
M.A.  and  Ph.D.  from  Yale  University.  He  has  taught  at  Yale  and  Columbia  and  cur- 
rently teaches  a  graduate  seminar  on  "Regional  Strategies  for  Economic  Competi- 
tiveness" at  the  University  of  Pennsylvania  Fels  Center  of  Government. 

Ms.  Hill  has  an  M.S.  in  Library  Science  and  has  had  over  12  years  experience 
in  database  management,  program  development,  and  market  research  with  a  major 
accounting  firm.  With  extensive  experience  in  market  analysis  and  data  presen- 
tation, Ms.  Hill  is  instrumental  in  providing  marketing  research  data  and  support 
to  the  Consortium. 


BUCKS  COUNTY  INDUSTRIAL  DEVELOPMENT  CORPORATION  (BCIDC),  ROBERT  F.  CORMACK, 

EXECUTIVE  DIRECTOR 

Bucks  County  Industrial  Development  Corporation  is  the  major  industrial  devel- 
opment corporation  of  Bucks  County  dedicated  to  the  attraction,  retention,  and  sup- 
port of  businesses  in  the  county. 

Robert  F.  Cormack  is  the  Executive  Director  of  the  Bucks  County  Industrial  De- 
velopment Corporation.  Coming  from  the  Pocono  area  in  1989,  he  brought  an  inte- 
grated and  extensive  knowledge  of  economic  development,  marketing,  real  estate  de- 
velopment, accounting  and  finance.  His  experience  in  financial  incentives  has  re- 
sulted in  the  relocation  and  expansion  of  112  manufacturers  thereby  creating  over 
800  new  jobs  for  Bucks  County  residents. 

He  is  a  Director  on  the  boards  of  the  Lower  Bucks  Chamber  of  Commerce,  the 
Upper  Bucks  Chamber  of  Commerce  and  Mercy  Special  Learning  Center.  He's  Vice 
Chairman  of  the  Middle  Bucks  Vo-Tech  School  Advisory  Committee,  Treasurer  of 
the  Penn  Southeast  Council  and  a  member  of  the  American  Economic  Development 
Council,  Pennsylvania  Economic  Development  Association.  He  is  active  in  the  Bucks 
County  Vo-Tech  Consortium,  the  Bucks  County  International  Trade  Council  and  the 
Southeastern  Pennsylvania  Export  Consortium.  He  resides  in  Perkasie,  Bucks 
County,  with  his  wife  and  three  children. 


CHESTER  COUNTY  DEVELOPMENT  COUNCIL  (CCDC),  GARY  SMITH,  EXECUTIVE  DIRECTOR; 
CHESTER  COUNTY  OFFICE  OF  ECONOMIC  DEVELOPMENT  (CCOED),  THOMAS  V.  GALLA- 
GHER, EXECUTIVE  DIRECTOR;  HOMA  TAVANGAR,  DIRECTOR  CHESTER  COUNTY  INTER- 
NATIONAL INITIATIVE  (CCII) 

In  operation  for  nearly  3  years,  the  Chester  County  International  Initiative  (CCII) 
is  dedicated  to  assisting  small-  and  medium-sized  companies  to  export  and  to  be- 
come involved  in  international  trade  in  general.  Until  August  1,  1992,  CCII  was  a 
non-profit  organization.  After  that,  the  Initiative  became  "absorbed"  by  Chester 
County,  and  serves  as  one  of  the  county's  economic  development  arms.  Since  moving 
over  to  the  county,  however,  the  organization's  functions  and  focus  have  not 
changed. 


40 

The  Chester  County  International  Initiative  promotes  exporting  through  three 
major  means;  (1)  Via  direct,  one-on-one  assistance  to  companies.  CCII  has  an  active 
volunteer  advisory  board  representing  a  variety  of  expertise  that  work  with  compa- 
nies on  a  pro-bono  basis.  Initial  screening,  assistance,  and  information  is  provided 
from  the  program  manager,  and  student  interns  conduct  research  and  assist  on  gen- 
eral company  issues.  (2)  Via  seminars  and  courses — over  the  past  2  years  CCII  nas 
held  (or  co-sponsored)  several  very  successful  seminars.  Each  of  these  was  sold  out." 
(3)  Via  public  information  through  the  media  and  as  a  general  clearinghouse  for  in- 
formation on  trade-related  matters. 

In  just  over  2  years,  the  International  Initiative  has  served  roughly  200  compa- 
nies and  has  helped  to  generate  at  least  $2  million  in  direct  export  sales.  It  has  re- 
ceived numerous  commendations  from  international  trade  professionals,  the  media, 
and  foreign  trade  officials  for  its  pro-active,  grassroots  trade  promotion. 

Mr.  Gallagher  has  been  Director  of  the  Chester  County  Office  of  Economic  Devel- 
opment since  August  1992.  Prior  to  that  he  had  been  President  of  the  Chester  Coun- 
ty partnership  for  Economic  Development  since  1986.  Gallagher  holds  a  degree  in 
economics  from  the  University  of  Connecticut  and  was  a  Huebner  Fellow  at  the  Uni- 
versity of  Pennsylvania.  He  has  been  active  in  economic  development  in  both  the 
private  and  public  sectors  since  1960.  He  is  President  of  the  Greater  Philadelphia 
Chapter  of  Lambda  Alpha,  an  international  honorary  Land  Economic  Society. 

Homa  Tavangar  has  been  the  Director/Manager  of  the  Chester  County  Inter- 
national Initiative  since  November  1991.  Under  her  direction,  the  International  Ini- 
tiative has  assisted  roughly  200  area  companies  on  international  trade  issues,  and 
an  estimated  $2  million  in  direct  export  sales  has  been  generated.  Largely  due  to 
the  success  of  the  program,  she  was  voted  by  Business  Philadelphia  magazine  as 
one  of  "100  People  to  Watch:  Phill/s  Hottest  New  Leaders"  in  1992.  In  1993  she 
was  elected  to  the  Philadelphia  Committee  on  Foreign  Relations. 

Ms.  Tavangar  comes  to  Chester  County  after  receiving  a  Master's  in  Public  and 
International  Affairs  from  Princeton  University's  Woodrow  Wilson  School  in  1991, 
and  graduated  Phi  Beta  Kappa  with  a  B.A.  in  Economics/International  Area  Studies 
from  UCLA  in  1988.  In  1986-87  she  studied  at  the  Catholic  University  of  Peru  in 
Lima.  She  has  worked  on  international  trade  and  development  programs  for  various 
consulting  firms  in  the  Washington,  DC  area,  for  the  U.S.  Agency  for  International 
Development  in  Nairobi,  Kenya,  and  has  worked  for  the  World  Bank  in  its  Colombia 
and  Bolivia  County  Operations  Department.  She  is  fluent  in  Spanish  and  Persian, 
competent  in  Portuguese,  and  speaks  rudimentary  French  and  Swahili. 


DELAWARE  COUNTY  COMMERCE  CENTER,  J.  PAT  KILLIAN,  EXECUTIVE  DIRECTOR 

The  Delaware  County  Commerce  Center  is  the  Central  economic  development 
agency  in  Delaware  County.  The  Commerce  Center  directs  the  activities  of  all  Coun- 
ty development  agencies  including  the  Economic  Development  Board,  Redevelop- 
ment Authority,  Industrial  Development  Authority,  Industrial  Development  Cor- 
poration, Port  Corporation,  and  International  Trade  Commission. 

The  mission  of  the  Commerce  Center  is  to  oversee  and  coordinate  economic  devel- 
opment marketing  and  financial  incentive  programs  that  encourage  and  facilitate 
the  attraction  and  retention  of  business  in  Delaware  County. 

In  1991,  the  county  made  a  commitment  to  the  attraction  of  international  com- 
merce by  forming  an  international  trade  commission  and  developing  assistance  pro- 
grams for  new  to  export  business  in  the  county.  In  1993,  the  county  expanded  the 
services  available  to  Delaware  County  Business  interested  in  export  when  we  be- 
came a  founding  member  of  the  Southeastern  Pennsylvania  Export  Consortium.  As 
part  of  its  expanded  program  Delaware  County,  in  conjunction  with  Debra  Fox,  will 
be  running  a  series  of  foreign  buyer  consultations.  These  consultations  are  one-on- 
one  meetings  with  foreign  buyers  who  will  be  invited  to  Southeastern  Pennsylvania. 
During  these  meetings  companies  will  be  counseled  on  product  adaptation,  shipping 
and  distribution  requirements  as  well  as  have  the  opportunity  to  sell  on  the  spot. 
All  buyers  will  be  pre-approved. 

J.  Patrick  Killian  is  the  Commerce  Director  of  Delaware  County.  In  that  capacity, 
he  is  responsible  for  the  overall  planning  and  implementation  of  economic  develop- 
ment policy  for  the  county.  Killian  also  serves  as  Executive  Director  of  the  following: 
Delaware  County  Economic  Development  Oversight  Board,  Delaware  County  Indus- 
trial Development  Authority,  the  County  Redevelopment  Authority,  the  Delaware 
County  Port  Corporation,  and  is  Executive  Director  and  Secretary/Treasurer  of  the 
Delaware  County  Industrial  Development  Corporation. 

A  recipient  of  a  certificate  of  recognition  from  the  United  States  Senate,  Killian 
served  for  14  years  as  Executive  Assistant  and  campaign  manger  to  the  late  U.S. 
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Senator  John  Heinz.  Killian  managed  the  Senator's  1988  reelection  campaign  which 
resulted  in  the  largest  margin  of  victory  in  Pennsylvania  history.  Killian  currently 
serves  as  Chairman  of  the  County  International  Trade  Commission,  as  a  Board 
member  of  the  Hero  Scholarship  Fund  and  a  member  of  both  the  Board  for  Redevel- 
opment of  the  Philadelphia  Navy  Yard  and  the  Airport  Advisory  Committee  to  the 
Mayor  of  Philadelphia.  A  graduate  of  the  University  of  Scranton  and  U.S.  Navy  vet- 
eran, Killian  resides  in  Havertown  with  his  wife,  Catherine  and  their  three  daugh- 
ters. 


DELAWARE  RIVER  PORT  AUTHORITY  (DRPA),  DONALD  H.  RAINEAR,  DIRECTOR,  WORLD 
TRADE  &  ECONOMIC  DEVELOPMENT  DIVISION,  JOSE  F.  BRIGOLI,  MANAGER  PORT  MAR- 
KET INFORMATION  SYSTEMS 

The  DRPA,  in  its  newly-expanded  authority  in  transportation  and  economic  devel- 
opment in  Southeastern  Pennsylvania  and  Southern  New  Jersey,  is  engaged  in  con- 
solidating government-owned  docks  and  terminals  into  a  single  operation  and  in 
marketing  the  area's  port  facilities  worldwide.  Through  its  World  Trade  and  Eco- 
nomic Development  Division,  the  DRPA  is  actively  developing  import  and  export 
business  activities  that  will  benefit  the  area's  port  community.  To  this  end,  the 
DRPA  has  been  maintaining  overseas  offices  and  representatives  in  such  cities  as 
San  Paulo,  Santiago,  Antwerp,  Sydney,  Seoul,  and  Hong  Kong. 

Donald  Rainear  has  been  the  Director  of  the  World  Trade  and  Economic  Develop- 
ment Division  of  the  DRPA  since  1991,  and  oversees  Port  promotion  and  the  main- 
tenance and  increase  of  shipping  on  the  Delaware  River.  The  DRPA  has  four  U.S. 
offices  and  six  overseas  offices.  The  Division  has  an  extensive  marketing  information 
system  which  maintains  pertinent  databases.  Mr.  Rainear's  involvement  in  eco- 
nomic development  includes  the  development  of  the  Ameriport  multimodal  yard,  a 
new  office  building  on  the  Camden  waterfront  near  the  Aquarium,  an  industrial 
park  in  South  Camden,  and  contributing  to  the  development  of  Penns  Landing  and 
a  retail  shopping  center  in  Camden.  He  is  actively  developing  new  trade  opportuni- 
ties in  Central  and  South  America  as  well  as  in  Europe  and  Asia. 

Jose  Brigoli  has  been  with  the  Division  of  DRPA  since  1985,  and  has  occupied  the 
positions  of  Senior  Port  and  Transportation  Systems  Planner  and  Manager  of  the 
Port  Market  Information  Systems.  He  developed  user-friendly  system  of  delivering 
organized  information  expediently  to  decision -makers  based  on  large  trade 
databases,  he  is  also  active  in  developing  potential  export  and  import  activities. 


DELAWARE  VALLEY  INDUSTRIAL  RESOURCE  CENTER  (DVIRC),  ANTHONY  J.  GIRIFALCO, 
MANAGER  MARKETING  COMMUNICATIONS 

The  DVIRC  is  a  private,  non-profit  economic  development  corporation  working  di- 
rectly with  small  and  medium-sized  manufacturers  in  Bucks,  Chester,  Delaware, 
Montgomery,  &  Philadelphia  Counties  to  define  and  execute  specific  productivity 
improvement  projects  which  will  help  firms  compete  in  world  markets.  As  an  indus- 
trial modernization  and  extension  organization,  the  DVIRC's  mission  is  to  help  com- 
panies learn  about  and  adopt  World  Class  Manufacturing  philosophies  and  tech- 
niques. 

Mr.  Girifalco  assumes  multiple  roles  with  the  DVIRC,  including  assisting  in  the 
development  of  programs  and  services,  monitoring  and  reporting  on  program  devel- 
opment activity,  and  coordinating  and  writing  funding  proposals  and  progress  re- 
ports to  the  Commonwealth.  In  addition  to  handling  the  marketing,  communica- 
tions, and  public  relations  functions  of  the  DVIRC,  Mr.  Girifalco  helps  develop  and 
deliver  DVIRC  seminars,  facilitates  several  of  the  DVB-tC's  group  initiatives,  and 
works  closely  with  other  regional  business,  educational,  and  economic  development 
organizations.  Girifalco  also  works  with  companies  on  strategic  planning,  marketing, 
and  export-related  issues  such  as  ISO  9000.  Girifalco  has  significant  experience  in 
academics,  business,  and  State  government.  He  formerly  served  with  the  New  Jer- 
sey Department  of  Corrections  as  a  project  specialist  and  was  a  teaching  fellow  at 
the  University  of  Pennsylvania.  He  also  was  president  of  Information  Research  In- 
stitute, Inc.,  a  database  publishing  company  which  he  co-founded.  Girifalco  holds  a 
BA.  in  literature  from  the  University  of  Pennsylvania  and  an  M.A.  degree  in  lit- 
erature from  Georgetown  University. 
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GREATER  PHILADELPHIA  CHAMBER  OF  COMMERCE  (GPCC),  JAMES  MCMANUS,  SENIOR 

VICE  PRESIDENT 

The  Greater  Philadelphia  Chamber  of  Commerce  (GPCC)  represents  the  business 
interests  of  approximately  5,700  members  in  Southeastern  Pennsylvania.  The 
Chamber  serves  as  an  advocate  of  the  business  interests  of  our  members  through 
several  important  areas.  Specifically,  the  Chamber  serves  as  the  voice  for  the  busi- 
ness community  in  influencing  government  action  at  the  local,  state,  and  national 
levels.  The  Chamber  advocates  the  needs  of  its  members  in  the  legislative  and  ad- 
ministrative arenas.  In  addition,  the  Chamber  offers  an  array  of  business 
networking  events  throughout  the  year  where  business  owners  and  executives  meet 
together  to  exchange  information  on  products  and  services  which  they  produce.  Also, 
there  is  an  active  educational  program  which  offers  seminars  and  workshops  on  a 
variety  of  business  management  topics  and  produces  a  series  of  approximately  135 
educational  programs  throughout  the  year.  The  Chamber  also  provides  management 
and  administrative  support  for  a  number  of  independent  councils  involved  in  such 
diverse  areas  as  total  quality  management,  venture  capital  development,  business 
promotion  of  the  arts,  and  health  care  policy  and  cost  containment. 

In  the  international  area,  the  Chamber  offers  a  series  of  targeted  workshops 
aimed  at  increasing  the  export  sales  activity  of  its  members.  For  example,  the 
Chamber  recently  produced  a  program  attended  by  75  businesses  which  provided  a 
basic  outline  on  export  financing  as  well  as  required  export  documentation.  A  simi- 
lar program  is  planned  in  early  1994.  In  addition,  the  Chamber  plans  in  inter- 
national exposition  in  the  spring  of  1994  which  will  include  sales  and  display  booths 
by  area  firms  active  in  international  sales  and  service  activity  who  wish  to  use  the 
expo  as  a  forum  for  prospect  introductions.  The  Chamber  also  manages  the  Chilean 
American  Chamber  of  Commerce  and  the  British  American  Chamber  of  Commerce 
and  provides  office  space  for  the  Philadelphia/Israel  Chamber  of  Commerce.  All 
three  international  cnambers  are  focused  on  producing  forums  and  networking 
events  in  order  to  increase  trade  activity  between  the  Philadelphia  region  and  their 
respective  countries.  Finally,  the  Chamber  serves  as  an  authorized  signatory  of  Cer- 
tificates of  Origin  for  products  being  shipped  through  the  water  and  airports  of 
Philadelphia. 

James  McManus,  Senior  Vice  President  for  Programs,  serves  as  the  member  of 
the  Chamber  Executive  staff  with  management  responsibility  for  its  international 
activities.  Mr.  McManus  has  been  a  member  of  the  Chamber  staff  since  September 
1989.  Prior  to  joining  the  Chamber,  he  spent  approximately  13V2  years  with  the 
Philadelphia  Industrial  Development  Corporation  in  a  variety  of  assignments  which 
included  that  management  of  the  agency's  international  business  activity.  Mr. 
McManus  is  the  Immediate  past  president  of  the  Pennsylvania  Economic  Develop- 
ment Association  and  is  a  member  of  the  Board  of  the  Philadelphia  Industrial  De- 
velopment Corporation,  Philadelphia  Commercial  Development  Corporation,  Dela- 
ware Valley  Industrial  Resource  Center,  and  the  Ben  Franklin  Technology  Center 
of  Southeastern  Pennsylvania.  Mr.  McManus  holds  a  bachelor's  degree  from  LaSalle 
University  and  a  Masters  of  Business  Administration  degree  from  Drexel  Univer- 
sity. 


GREATER  PHILADELPHIA  INTERNATIONAL  NETWORK  (GPIN),  FRED  DEDRICH  MANAGING 
DIRECTOR,  CLAIRE  DESALLA,  DIRECTOR  OF  INTERNATIONAL  TRADE 

The  Greater  Philadelphia  International  Network  (GPIN)  is  a  private  non-profit 
economic  development  economic  development  organization  sponsored  by  the  Phila- 
delphia business  community.  Its  mission  is  to  promote  trade  and  investment  and 
to  assure  a  strong,  well  recognized  position  for  Greater  Philadelphia  in  a  rapidly  de- 
veloping international  economy  and  global  society.  As  part  of  its  mission  GPIN,  in 
conjunction  with  Debra  Fox,  will  be  offering  the  Competitive  Intelligence  Audit  Pro- 
gram. These  Audits  are  business  intelligence  reports  for  small  business.  The  Com- 
petitive Intelligence  Audit  Reports  will  detail  foreign  competitors  in  selected  mar- 
kets, price  points,  market  share,  and  foreign  market  trends  for  a  particular  indus- 
try. 

Fred  Dedrick  has  been  the  Managing  Director  of  GPIN  since  1988.  He  was  pre- 
viously Deputy  Director  for  2  years.  He  was  the  principal  designer  of  GPIN's  export 
assistance  program  called  REAP  (Regional  Export  Assistance  Project).  Mr.  Dedrick 
graduated  from  the  University  of  Notre  Dame  in  1970  with  a  B.A.  in  English  and 
in  1986  received  a  Masters  degree  in  International  Affairs  from  the  Woodrow  Wilson 
School  of  Princeton  University.  Mr.  Dedrick  currently  serves  on  the  Board  of  Direc- 
tors of  GPIN,  the  German-American  Business  Association  of  Philadelphia,  the  Brit- 
ish-American Chamber  of  Commerce  and  the  Mexican-American  Business  Alliance 
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of  Pennsylvania,  New  Jersey  and  Delaware.  He  is  also  a  member  of  the  Philadelphia 
Committee  on  Foreign  Relations  and  the  New  York  Council  on  Foreign  Relations. 
Claire  Desalla  directs  the  GPIN's  REAP  program  which,  in  its  first  year,  has  pro- 
vided assistance  to  more  than  150  companies.  Ms.  Desalla  has  personally  met  with 
over  75  companies  in  this  period  and  17  of  these  companies  are  now  contracting 
with  GPIN  for  export  assistance.  Ms.  Desalla  was  formally  the  International  Trade 
Specialist  with  the  State  of  Delaware's  Development  Office,  which  in  1989  received 
the  President's  UE"  Award  for  excellence  in  exporter  assistance.  She  has  extensive 
experience  counseling  and  training  small  and  medium  sized  companies  which  are 
seeking  to  expand  their  overseas  sales.  She  has  a  Masters  degree  in  Public  Adminis- 
tration from  the  University  of  Delaware  and  a  B.A.  in  Spanish  from  the  same  Uni- 
versity. 


MONTGOMERY  COUNTY  INDUSTRIAL  DEVELOPMENT  CORPORATION  (MCIDC),  CARMEN 

ITALIA,  PRESIDENT 

The  Montgomery  County  Industrial  Development  Corporation  is  a  private  non- 
profit organization  and  was  incorporated  in  1964.  The  goal  of  the  Corporation  is  the 
retention  and  attraction  of  business  and  industry  to  Montgomery  County.  Over  the 
years,  MCIDC  has  financed  well  over  1,100  projects  throughout  the  County  which 
resulted  in  the  creation  and  retention  of  thousands  of  jobs.  It  can  be  said  that 
MCIDC  is  always  look  for  new  and  better  ways  to  do  business.  In  1983,  it  estab- 
lished the  Suburban  Development  Council  for  the  administration  of  a  direct  loan 
program  for  small  manufacturers  in  Montgomery  County.  In  today's  global  economy, 
MCIDC  has  realized  that  International  Business  is  vital  to  the  health  of  Montgom- 
ery County  and  is  taking  steps  to  provide  the  necessary  services  to  the  businesses 
of  Montgomery  County.  Montgomery  County,  in  conjunction  with  Debra  Fox,  is  of- 
fering the  Target  Japan  Program.  This  is  a  customized  service  providing  export  as- 
sistance in  penetrating  the  Japanese  Market.  Companies  will  be  helped  to  find  in- 
formation on  distributors,  end  users  and  competitors.  This  service  also  includes  in- 
formation on  how  to  adapt  products  for  this  unique  market. 

Carmen  S.  Italia,  Jr.,  President  of  MCIDC  and  Executive  Director  of  SDC  has 
been  actively  involved  in  various  aspects  of  economic  development  for  the  past  20 
years.  He  has  held  positions  with  the  State  Department  of  Commerce;  leased  and 
managed  a  200  acre,  1.5  million  square  foot  industrial/office  park;  worked  for  the 
Area  Development  Department  of  PECO  and  is  a  licensed  real  estate  agent  in  the 
Commonwealth  of  PA.  Currently,  he  is  actively  involved  with  several  committees  of 
the  newly  chartered  Tri-State  Commercial  and  Industrial  Real  Estate  Board  as  well 
as  several  local  community  economic  development  efforts  throughout  Montgomery 
County  and  the  region. 


PHILADELPHIA  INDUSTRIAL  DEVELOPMENT  CORPORATION  (PIDC),  ROSEANN  ROSENTHAL, 
SENIOR  VICE  PRESIDENT;  RAYMOND  DEVLIN,  MANAGER  OF  PROGRAM  DEVELOPMENT 

PIDC  has  a  35  year  track  record  in  the  field  of  economic  development.  One  of  the 
Nation's  first  examples  of  a  public/private  partnership,  it  continues  to  be  a  national 
model  for  economic  development  organizations.  Its  reputation  for  leadership  in  the 
field  and  its  ability  to  develop  and  execute  a  wide  array  of  economic  development 
projects  and  programs  has  been  documented  both  within  trade  and  governmentjour- 
nals  and  recognized  through  awards  it  has  been  granted  over  the  years.  PIDC  has 
managed  international  activities  on  behalf  of  the  City  of  Philadelphia  for  the  past 
10  years.  During  this  time,  Philadelphia  was  singled  out  as  the  only  municipality 
to  host  the  Japan  External  Trade  Organization  (JETRO)  program  which  was  housed 
at  PIDC,  and  serves  as  the  regional  organization  for  Export  Import  (EXPORT/IM- 
PORT) Bank  financing. 

Ms.  Rosenthal  has  25  years  experience  in  economic  development,  the  last  15  of 
these  with  PIDC.  She  has  been  instrumental  in  the  development  and  implementa- 
tion of  innovative  programs  and  strategies  that  have  addressed  a  wide  range  of  eco- 
nomic development  issues,  and  has  served  on  local,  state,  and  Federal  task  forces 
to  provide  programmatic  and  policy  advice.  Ms.  Rosenthal  has  also  been  responsible 
for  the  development  and  management  of  PIDC's  Export  programs.  As  fund  manager 
of  the  PIDC  Venture  Fund,  she  has  served  on  Boards  of  Directors  of  several  small- 
and  medium-sized  private  companies.  Rosenthal  is  currently  a  Board  Member  of  the 
National  Council  for  Urban  Economic  Development  (CUED)  and  a  member  of  the 
Executive  Committee  and  Board  of  Directors  of  the  Delaware  Valley  Industrial  Re- 
source Center  (DV1RC).  She  is  a  member  and  past  Director  of  the  Forum  of  Execu- 
tive Women. 
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Mr  Devlin  has  15  years  of  professional  public  service,  and  private  consulting,  ex- 
perience in  the  various  aspects  of  the  community  and  economic  development  proc- 
esses in  Pennsylvania,  Oregon,  Maryland,  Virginia  and  Delaware  from  the  local,  re- 
gional, and  state-wide  perspectives.  Mr.  Devlin  also  has  considerable  related  experi- 
ence in  program  development  and  project  management  on  a  wide  variety  of  public 
policy  and  private  initiatives  and  projects. 

Mr.  Devlin  holds  a  bachelors  degree  in  Political  Science  from  LaSalle  University, 
a  Master  of  Urban  Studies  from  Temple  University,  and  a  Master  of  Business  Ad- 
ministration from  Marymount  University.  Mr.  Devlin  also  has  international  profes- 
sional experience  in  Europe,  Africa,  and  Asia.  Mr.  Devlin  is  also  conversant  in 
French  and  Swahili. 

PHILADELPHIA  REGIONAL  PORT  AUTHORITY  (PRPA),  ELIZABETH  MURPHY,  DIRECTOR  OF 
STRATEGIC  PLANNING  &  DEVELOPMENT,  JOHN  DUNHAM,  STRATEGIC  PLANNING  ANALYST 

The  Philadelphia  Regional  Port  Authority,  an  independent  authority  of  the  Com- 
monwealth of  Pennsylvania,  has  as  its  primary  mission  the  enhancement  of  water- 
borne  trade  and  commerce.  As  an  organization  committed  to  economic  development 
and  job  creation,  the  Authority  seeks  to  meet  the  needs  of  its  customers  by  provid- 
ing appropriate  and  efficient  maritime  facilities,  equipment,  and  support  services. 
Created  with  the  financial  backing  of  the  State  government,  PRPA  intends  to  gen- 
erate activity  that  will  maximize  port-related  employment  and  revenue  by  promot- 
ing the  use  of  the  Philadelphia  regional  port  system  by  Pennsylvania-based  indus- 
tries. PRPA  is  committed  to  working  in  a  cooperative  spirit  with  other  Delaware 
River  port  agencies  to  realize  the  full  potential  of  the  regional  port  system. 

Ms.  Murphy's  responsibilities  include  overseeing  the  development  of  a  plan  for  the 
future  port  s  facilities.  In  addition,  she  manages  the  development  of  projects  aimed 
at  generating  additional  cargo  at  the  port.  A  few  of  these  projects  relating  to  in- 
creasing Pennsylvania  exports  through  the  port  include  the  Inland  Cargo  Yard  in 
Lancaster,  the  Pennsylvania  Export  Initiative,  and  Foreign  Trade  Zone  development 
in  Southeastern  Pennsylvania. 

Mr.  Dunham  is  responsible  for  market  research,  transportation  and  logistics  re- 
search, and  economic  analysis.  Dunham  is  a  professional  economist  with  an  M.A. 
in  Economics  from  the  New  York  School  for  Social  Research,  and  logistics  training 
from  New  York  University.  He  has  been  involved  for  the  past  7  years  in  both  the 
transportation  and  public  finance  industries,  including  work  for  both  the  New  York 
City  Mayor's  Office  and  City  Comptroller. 


CONSORTIUM  CONSULTANTS,  DEBRA  FOX 

Prior  to  providing  export  related  consulting  to  the  Southeastern  Pennsylvania  Ex- 
port Consortium,  Ms.  Fox  was  most  recently  employed  with  the  Philadelphia  Indus- 
trial Development  Corporation  as  its  Manager  of  the  International  Division.  While 
performing  her  duties  as  the  Manager  of  the  International  Division,  Ms.  Fox  was 
intimately  involved  in  the  initial  development  of  the  Consortium.  As  a  consultant 
to  the  Consortium  she  will  be  providing  consulting  services  to  the  Delaware  County 
Commerce  Center  for  the  Foreign  Buyer  Program,  she  will  also  be  providing  consult- 
ing services  to  the  Montgomery  County  Industrial  Development  Corporation  for  the 
Target  Japan  Program  and,  she  will  be  providing  consulting  services  to  the  Grater 
Philadelphia  International  Network  for  the  Competitive  Intelligence  Audit  Program. 

Ms.  Fox  was  with  PIDC  for  over  10  years.  Her  first  position  was  as  a  Research 
Analyst  for  the  International  Division  where  she  developed  investment  packages  for 
potential  foreign  investors.  In  1985,  she  was  made  responsible  for  all  trade  and  in- 
vestment activities  between  the  City  of  Philadelphia  and  the  Far  East.  These  activi- 
ties included  leading  trade  missions,  organizing  trade  shows,  and  running  invest- 
ment seminars.  In  1987  Ms.  Fox  became  Manager  of  the  International  Division  of 
PIDC.  In  this  position,  Ms.  Fox  was  responsible  for  coordinating  with  the  Common- 
wealth of  Pennsylvania  on  the  delivery  of  the  EXIM  Bank  City-State  Program,  and 
was  also  instrumental  in  positioning  the  City  of  Philadelphia  as  one  of  15  U.S.  loca- 
tions to  be  used  as  a  pilot  for  the  Japanese  government's  Senior  Trade  Advisor  Pro- 
gram which  helps  U.S.  companies  break  into  the  Japanese  market.  The  PIDC  Inter- 
national program  has  directly  assisted  over  400  companies  over  the  last  several 
years  to  develop  new  export  markets. 

Recently,  Ms.  Fox  was  one  of  100  American  trade  development  professionals  in- 
vited to  attend  a  symposium  to  establish  a  set  of  recommendations  for  the  Trade 
Promotion  Coordinating  Committee  (TPCC)  as  they  began  to  formulated  the 
Nations's  first  export  strategy. 
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COORDINATING  ORGANIZATIONS 

Ben  Franklin  Technology  Center  of  Southeastern  Pennsylvania 

Delaware  Valley  Industrial  Resource  Center 

Philadelphia  Industrial  Development  Corporation 


SUPPORTING  ORGANIZATIONS 

Bell  Atlantic 
Bucks  County  Industrial  Development  Corporation 

Chester  County  Development  Council    , 

Chester  County  Office  of  Economic  Development 

Delaware  County  Commerce  Center 

Delaware  River  Port  Authority 

Greater  Philadelphia  Chamber  of  Commerce 

Greater  Philadelphia  Economic  Development  Coalition 

Greater  Philadelphia  First 

Greater  Philadelphia  International  Network 

Montgomery  County  Industrial  Development  Corporation 

PECO  Energy 

Philadelphia  Gas  Works 

Philadelphia  Regional  Port  Authority 

Philadelphia  Suburban  Water  Co. 

Philadelphia  Water  Department 

Technology  Council  of  Greater  Philadelphia 

University  City  Science  Center 


A  Publication  of  the  Organizations  Coordinating  and  Supporting  the 
Regional  Strategy  for  Industry  Competitiveness 
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T 

m      his  document  summarizes  the 
M     vision  and  objectives  of  a  unique 
partnership  of  our  region  s  utilities  and 
economic  development  organizations. 
Members  of  the  partnership  have  worked 
over  the  past  year  to  develop  a  focused  long- 
term  strategy  to  improve  the  competitiveness 
of  industry,  which  is  presented  in  this 
document.  The  completion  of  this  document 
marks  the  completion  of  Phase  I  of  an 
ongoing  process  and  paves  the  way  for  the 
beginning  of  Phase  II— refining  and 
activating  the  work  plan.  With  a 
comprehensive  assessment  of  the  issues 
critical  to  improving  industry  competitiveness 
in  the  region  completed,  the  participating 
organizations  are  prepared  to  focus  on  the 
specific  initiatives  that  will  improve  the 
region  s  competitive  position  in  Phase  II. 


If  the  Greater  Philadelphia  region  is  to  com- 
pete successfully  with  the  rest  of  the  world, 
it  must  assemble  its  substantial  and  diverse 
assets,  focus  its  energy  and  resources  on 
competitiveness  issues,  develop  and  embrace 
a  regional  culture  of  cooperation,  and  establish 
a  dynamic  and  coherent  vision  for  the  future. 

The  dramatic  world  changes  that  have 
occurred  over  the  past  five  to  ten  years  have 
altered  the  geopolitical  map  and  intensified  the 
global  economic  battle  for  competitive  position. 
Technological  advances,  a  new  focus  on  human 
resources  and  education,  innovative  methods 
of  financing,  and  extraordinary  changes  in  the 
world's  industrial  skeleton,  all  suggest  that  the 


competition  will  intensify  even  more  as  we 
approach  the  21st  century. 

It  has  become  increasingly  clear  that  our 
national  economic  strength  will  depend  upon 
the  strength  of  our  regional  economies. 

Realizing  this  trend,  several  organizations 
in  the  Greater  Philadelphia  area  have  come 
together  in  a  new  spirit  of  collaboration  to  help 
shape  and  define  the  competitive  position  of 
the  region.  We  are  now  seeking  broad-based 
support  for  the  development  and  execution  of 
an  agenda  for  action. 

The  first  step  in  this  process  has  been  to 
establish  a  vision:  to  create  an  internation- 
ally competitive  regional  economy  that 
is  growing  faster  than  the  nation  in  the 
21st  century. 
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we  should  not  lose  sight  of  the  continuing 
need  to: 

■  integrate  the  demands  of  technological 

innovation  in  the  plant  with  both 
worker  needs  and  employer 
requirements; 

■  provide  consulting  services  for  in-plant 

productivity  improvements,  such  as 
new  computer  systems,  technology 
upgrades,  and  the  adoption  of 
Computer-Aided  Design  and 
Manufacturing  (CAD/CAM); 

■  help  firms  implement  environmental  safe- 

guards to  meet  the  requirements  of 
the  changing  regulatory  arena;  and 

■  create  an  atmosphere  conducive  to  the 

establishment  of  business  partner- 
ships and  the  development  of  flexible 
manufacturing  networks  among 
small  and  medium-sized  firms. 

By  integrating  the  resources  of  the  economic 
development  community  with  those  of  educa- 
tional institutions,  business  and  civic  organi- 
zations, and  local  manufacturers,  the  region's 
leaders  can  step  forward  to  sharpen  their  focus 
on  industry,  and  together  develop  unprece- 
dented solutions  to  some  of  the  problems  of 
our  industrial  base — the  underdeveloped 
financial,  technology,  and  human  capital 
infrastructures  that  support  it. 


In  an  economy  increasingly  dependent  upon 
technological  innovation,  the  need  to  incorpo- 
rate technology-related  issues  into  a  long-range 
strategy  is  more  important  than  ever.  Generally, 
the  region's  technology  infivstrueture  includes: 


■  educational  institutions  that  />■ 

technology-related  training,  support, 
research,  and  development; 

■  the  ability  to  transfer  and  commercialize 

new  technologies; 

■  the  ability  to  attract  federal  and  other 

grant  money  to  support  technology- 
based  R&D; 

■  the  adoption  and  installation  of  new 

manufacturing  process  technologies; 

■  telecommunications  networks  to  support 

the  imminent  increase  in  on-line 
communications;  and 

■  an  increasing  number  of  "high  tech" 

manufacturing  firms. 

Our  existing  technology  infrastructure  is 
considerable  and  its  elements  have  helped  to 
make  Greater  Philadelphia  a  region  nationally 
known  for  its  technology  base.  Among  some  of 
the  specific  foundation  elements  are: 

■  89  accredited  colleges  producing  48, 000 

graduates  per  year,  including  40% 
in  science,  medicine  and  health, 
engineering,  and  computers; 

■  a  higher  per  capita  ratio  of  scientists 

than  New  York,  Chicago,  or  Los 
Angeles; 

■  41  advanced  research  institutions  with 

grants  totaling  $192.4  million;  and 

■  large  and  flourishing  pharmaceutical, 

biotechnology,  and  instrumental  <  m 
industries. 

In  order  to  stimulate  the  further  develop- 
ment and  commercialization  of  new  technolo- 
gies (both  to  support  existing  industries  and 
create  new  ones),  the  region's  technology 
community  can  build  upon  the  existing 
technology  resources  by: 

■  encouraging  firms  to  explore  collabora- 

tive relationships  with  both  the 


49 


academic  world  and  with  other 
businesses; 

■  helping  manufacturers  adopt 

productivity-enhancing  processes, 
machinery,  and  equipment;  and 

■  creating  a  climate  which  supports 

technology-based  ventures. 

Future  economic  viability  will  depend  on 
how  successfully  we  are  able  to  productively 
manage  technological  change.  Our  ability  to 
manage  that  change  will  depend  on  our  ability 
to  harness  the  creative  energy  of  the  region's 
technology  champions. 

We  need  a  coordinated  effort  to  lend  further 
support  to  the  development  of  several  important 
projects,  such  as: 

■  the  START  Technology  Partnership — 

an  academic,  business,  finance,  and 
economic  development  consortium 
focused  on  the  rapid  commercializa- 
tion of  new  university  technologies; 

■  the  Pennsylvania  Biotechnology 

Institute — an  industry-driven 
research  facility  dedicated  to 
advancing  biomedical  research; 

■  Electronic  Data  Interchange  (EDI) — a 

computer  and  telecommunications 
network  among  regional  economic 
development  organizations  and 
manufacturers;  and 

■  the  Center  for  Information  and 

Communications  at  the  Ben  Franklin 
Technology  Center — providing  on- 
line database  access  for  small  and 
medium-sized  companies. 

Industry-led  partnerships  with  research 
centers  should  be  championed  by  civic, 
business,  and  economic  development  leaders 
to  increase  the  volume  and  level  of  technology 
transfer.  We  should  also  seek  opportunities 


to  work  with  local  utilities  on  issues  such  as 
energy  conservation  for  industry  and  the  estab- 
lishment of  a  regional  telecommunications 
network  second  to  none. 

If  the  goal  is  to  have  the  region  recognized  as 
a  worldwide  high  technology  industrial  center, 
which  would  include  creating  permanent  high- 
paying  manufacturing  jobs,  we  must  act  now  to 
develop  and  execute  the  initiatives  needed  to 
strengthen  this  pivotal  infrastructure. 


Regional  economic  growth  is  heavily 
dependent  upon  the  availability  of  a  workforce 
with  skills  that  match  the  needs  of  industry. 
With  the  acceleration  of  global  commerce,  the 
adoption  of  more  sophisticated  technologies, 
and  the  growing  acceptance  of  Total  Quality 
Management,  the  importance  of  flexible  and 
talented  labor  is  more  critical  than  ever. 

The  region's  human  capital  infrastructure 
includes  the  existing  and  potential  workforce, 
educational  institutions,  training  programs,  and 
the  financing  and  coordinating  mechanisms 
that  train  and  develop  skilled  workers  and 
match  them  with  jobs. 

There  are  many  reasons  for  a  thoroughly 
integrated  approach  to  developing  our  regional 
human  capital  infrastructure: 

■  In  Greater  Philadelphia,  manufacturing 

accounted  for  30%  of  employment  in 
1970  compared  with  15%  in  1990; 

■  Regional  job  opportunities  are  missed 

by  Philadelphia's  labor  pool  due  to 
inadequate  transportation;  and 

■  The  changing  requirements  of  work 

have  placed  a  greater  demand  on 
employers,  workers,  and  educators. 
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In  short,  the  new  high-paying  jobs  of  industry 
must  be  filled  by  workers  with  greater  profi- 
ciencies in  basic  English,  math,  communi- 
cations, problem-solving,  and  technical  skills. 

Even  though  the  region's  educational  infra- 
structure is  one  of  the  most  prominent  in  the 
nation,  a  mismatch  between  jobs  and  workers 
could  threaten  economic  growth.  If  we  do  not 
prepare  our  workforce,  cutbacks  in  Pentagon 
spending,  downsizing  of  large  corporations,  and 
the  increased  numbers  of  unskilled  entry-level 
workers  could  all  serve  to  institutionalize  rather 
than  alleviate  some  of  the  problems. 

If  we  are  to  become  a  region  where  the 
needs  of  the  workforce  and  the  requirements 
of  the  job  market  are  optimized,  then  we  must 
coordinate  our  resources  to: 

■  Maximize  the  impact  of  state  and  federal 

job  training  programs; 

m  Work  with  the  area's  community  colleges 
and  other  educational  institutions  to 
develop  and  implement  training  and 
education  programs  that  satisfy  the 
new  needs  of  industrial  employers; 

m  Obtain  increased  funding  for  job 

training  programs,  for  customized 
training,  for  re-training  displaced 
workers,  and  for  upgrading  the  skills 
of  existing  workers; 

m  Further  develop  and  promote  apprentice- 
ship and  intern  programs  through 
business/education  partnerships;  and 

■  Support  vocational  education  as  an 

attractive  and  viable  option  for 
students. 

Several  initiatives,  some  of  which  begin  to 
address  these  needs,  have  begun  already: 

■  PA  Youth  Apprenticeship  Program — a 

"work-based"  initiative  where  students 
complete  their  high  school  studies 


and  work  under  an  employer- 
mentor; 

■  Job  Link — a  cooperative  effort  linking 

people  with  job  opportunities 
throughout  the  region;  and 

■  Drexel  University  Degree  in 

Manufacturing  Engineering — 
designed  to  increase  the 
participation  of  women  and 
minorities  in  engineering. 

The  challenges  ahead,  like  the  relationship 
between  the  regional  labor  force  and  available 
employment  opportunities,  are  complex  and 
difficult.  They  require  addressing  a  host  of 
issues  involving  education,  training,  housing, 
transportation,  and  economic  development 
policy.  They  also  require  strong  leadership  and 
an  unprecedented  commitment  and  redirection 
of  financial  and  technical  resources. 


Broadly,  the  region's  financial  capital 
infrastructure  includes: 

■  Local,  state  and  federal  financing 

programs  offered  through  the 
Industrial  Development  Corporations 
and  Authorities  of  each  county; 

■  Financing  programs  available  through 

regional  economic  development 
organizations  such  as  the  Ben 
Franklin  Technology  Center  of 
Southeastern  Pennsylvania  and  the 
Delaware  Valley  Industrial  Resource 
Center; 

■  Private  lenders,  such  a  banks  and 

venture  capital  funds;  and 

■  Corporate  trusts  and  other  non-profit 

funding  organizations. 
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It  is  no  secret  that,  despite  existing  public 
and  private  resources,  area  businesses 
continue  to  come  up  short  in  their  search  for 
capital.  The  creation  of  a  venture  capital 
industry  in  Greater  Philadelphia  is  a  signal 
accomplishment  of  the  1980s,  but  the  1990s 
are  presenting  new  challenges. 

Financing  gaps  continue  to  exist  and  are 
accentuated  by: 

■  a  decrease  in  the  sources  of  risk  capital; 

■  a  credit  environment  that  has  tightened 

the  availability  of  conventionally- 
sourced  debt; 

■  discontinuation  of  some  and  increasing 

regulation  of  other  government- 
sourced financing  tools;  and 

■  the  impact  of  the  increasing  role  of  pension 

funds — the  nation's  single  largest 
source  of  capital,  but  one  driven  by 
a  singular  role  of  safety  of  funds. 

The  recessionary  effects  of  the  economy 
have  eroded  the  asset  base  of  many  area  firms 
just  when  businesses  need  to  become  aggres- 
sive if  they  are  to  compete  internationally. 
Flexible,  accessible,  patient  capital  is  needed  to 
support  a  transition  or  growth  strategy.  The 
response  must  be  multi-faceted  and  must: 

■  create  financing  mechanisms  that 

address  market  gaps; 

■  provide  access  to  capital  that,  to  date,  has 

been  largely  unavailable  for  "devel- 
opment investing"; 

■  work  for  regulatory  relief of existing 

capital  providers;  and 

■  reposition  public  dollars  and  redefine  the 

requirements  for  their  use. 

The  need  to  fully  develop  creative,  long-  and 
short-term  financing  mechanisms  for  a  broad 


variety  of  business  needs  is  urgent.  Among  the 

initiatives  underway  are: 

Penn  Southeast  Regional  Bond  Program— 
a  joint  program  of  nine  counties  in 
Southeast  Pennsylvania,  led  by  PIDQ 
to  provide  access  to  private  capital 
markets  to  finance  existing,  expand- 
ing businesses; 

■  the  Industrial  Growth  Initiative — a 

proposed  capital  pool  that  offers  an 
alternative  for  corporate  investment 
activities  through  geographically 
targeted  moderate-risk  development 
investments  in  growing  companies; 
and 

■  the  City-State  Exim  Bank  Program — 

a  regional  effort  to  provide  export 
financing  to  businesses. 

In  addition,  programs  are  already  in  place  to 
finance  new  product  development,  ISO  9000 
requirements,  and  manufacturing  process 
improvements. 

Money  alone  is  not  a  solution;  but  without 
adequate  capital  to  support  the  changing 
economy  of  the  Greater  Philadelphia  region, 
and  without  a  willingness  to  develop  innovative 
financing  options  for  small  and  medium-sized 
firms,  economic  growth  may  stagnate,  making 
it  even  more  difficult  for  the  region  to  obtain 
the  competitive  edge  it  needs  to  survive 
and  prosper. 


Finally,  any  vision  needs  people  to  develop 
an  action  plan  and  execute  its  work  elements. 
We  believe  that  the  talent  and  resources  exist 
in  the  region's  many  institutions,  and  that 


52 


additional  organizations  will  recognize  the 
challenge,  be  willing  to  think  about  the  regional 
economy  in  a  new  way,  and  focus  a  share  of 
existing  resources  to  accomplish  denned  goals. 

The  degree  to  which  we  are  now  cooperat- 
ing is  testimony  to  the  nascent  vitality  of  an 
institutional  infrastructure.  The  organizations 
listed  in  this  document  have  joined  together  to 
begin  the  work  of  implementing  this  strategy. 
Some  achievements  include: 

■  Positioning  the  region  and  its  issues  in 

state  and  national  forums,  both  to 
work  for  change  and  to  Leverage 
additional  resources  into  the  area; 
m  Forming  the  Regional  Economic  Research 
Institute,  and  beginning  its  work 
on  developing  alternative  ways  to 
measure  regional  economic  growth 
beyond  job  creation; 

■  Obtaining  the  area's  first  regional 

grant  from  the  Commonwealth  of 
Pennsylvania  to  conduct  economic 
development  research  and  support 
the  work  of  an  emerging  Export 
Consortium;  and 

■  Forming  the  Utility-Economic 

Development  Partnership  that 
meets  on  a  regular  basis  and 
is  implementing  a  work  plan, 
including:  cross-training  of  staff; 
production  of  a  joint  marketing 
brochure;  planning  and 
implementation  of  EDI  among 
partnership  members;  and  the 
production  of  this  document. 


The  challenges  to  seizing  the  reins  of  change 
are  staggering,  but  the  opportunities  for  growth 


and  prosperity  are  equally  vast.  We  believe  that 
it  is  time  for  business  and  government, 
education  and  economic  development,  man- 
agement and  labor,  city  and  suburbs,  and 
private  and  public  sectors  to  set  aside  differ- 
ences, build  upon  common  interests,  and 
prepare  to  travel  a  long  road  toward  re-building 
the  region. 

We  have  much  to  learn  from  each  other  and 
even  more  to  gain.  By  working  together  we  can 
catapult  the  region  into  the  top  ranks  of  inter- 
national competitiveness.  But  we  must  do  it 
together.  And  by  re-focusing  some  of  our 
existing  resources  on  the  competitiveness  of 
industry,  we  can  strengthen  the  all-important 
infrastructures  that  support  industry.  It  is  time 
for  the  region's  leaders  to  step  forward — 
in  finance,  in  education  and  workforce 
development,  in  technology,  in  business  and 
industry,  in  government  and  economic 
development.  In  every  sphere  that  impacts  our 
ability  to  compete,  it  is  time  for  us  to  step  up 
and  aggressively  shape  the  economic  destiny 
of  the  region. 

If  you  would  like  to  help  realize  our  vision 
for  Greater  Philadelphia — to  create  an  inter- 
nationally competitive  regional  economy 
that  is  growing  faster  than  the  nation 
in  the  21st  century— please  endorse  and 
support  this  strategy. 

This  vision  can-only  become  a  reality 
through  the  efforts  of  companies,  institutions, 
and  organizations  throughout  the  region, 
through  their  willingness  to  commit  time 
and/or  resources,  through  their  articulation  of 
the  specific  work  elements  of  the  strategy,  and 
through  their  desire  to  change  the  Greater 
Philadelphia  business  environment  from 
one  of  post-industrial  survival  to  one  of 
unprecedented  regional  economic  strength. 
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The  Chairman.  We'll  work  closely  as  we  develop  the  strategy  for 
making  them  better.  Our  first  three  panel  members  were  fairly 
small  businesses,  some  very  small.  Do  the  programs  you're  talking 
about  help  the  very  small  businesses  enough?  They  didn't  seem  to 
know  about  many  of  these  programs  that  you've  just  been  describ- 
ing. 

Mr.  Montgomery.  I  certainly  want  to  let  them  know  and  let 
many,  many  others  know  about  our  programs.  Our  programs  are 
designed  specifically  for  the  small-  to  medium-sized  business  and 
are  not  frankly  designed  for  ALCOA  and  Hershey  Foods  and  busi- 
nesses of  that  size. 

The  Chairman.  But  there's  two  ends  of  the  spectrum.  And  for  the 
businesses  with  6,  15,  50  employees 

Ms.  SlFER.  I  do  not  believe  that  the  very  small  companies  are 
fully  aware  of  what's  available  at  the  local,  State  or  government 
level,  particularly  some  of  the  financing  programs.  The  programs 
are  also  very  complex.  I  think  if  you're  a  new  exporting  customer 
I  think  they  need  someone  to  be  able  to  hold  their  hand  through 
the  process  the  first  time.  I  think  hopefully  with  the  establishment 
of  these  regional  offices  some  of  these  customers  will  have  one  focal 
point  where  they  can  go  and  receive  some  of  that  assistance  or 
through  the  banking  community. 

I  do  want  to  make  one  comment,  we  quite  frequently  see  as  a 
bank,  and  I  failed  to  mention,  I  think  that  there  is  a  need  for  some 
type  of  support  from  the  government.  And  that  is  we  frequently 
hear  from  companies  that  are  more  of  a  trading  company  in  nature 
where  they  see  opportunities  overseas. 

The  Eximbank  programs  do  not  support  that  type  of  activity  nor 
do  commercial  banks,  because  these  companies  really  don't  have 
the  capital.  They're  looking  for  someone  to  put  the  capital  up  for 
them.  I  think  there's  a  need  to  look  at  some  type  of  venture  capital 
from  the  private  sector  or  from  the  government  for  this  type  of  ac- 
tivity. We  quite  frequently  hear  that  that  kind  of  activity  is  non- 
existent. 

The  Chairman.  I  think  I  have  to  press  the  point  that  Mame 
brought  up  first,  that  in  her  experience,  she  put  it  starkly,  banks 
are  aggressively  trying  to  avoid.  I  don't  want  to  state  your  propo- 
sition falsely,  but  aggressively  trying  to  avoid  financing  of  exports. 

I'd  like  all  four  of  you  to  comment  on  why  that  is  so.  Kathleen 
has  already  said  that  you  got  badly  burned  for  your  loans  in  the 
less  developed  countries.  Have  you  recovered  from  that? 

Ms.  Sifer.  That's  correct.  I  think  Mellon  Bank  has  recovered  as 
have  many  of  the  banks  in  the  United  States.  Banks  were  hit  by 
the  LDC  debt  crisis  at  the  same  time  they  were  hit  with  the  real 
estate  lending  crisis  here  in  the  United  States.  But  I  think  the  one 
area  even  in  Mellon's  experience  where  we  continued  to  operate 
internationally  was  on  the  trade  finance  side. 

My  bank  as  an  example  handles  on  average  just  on  a  letter  of 
credit  side  a  $100  million  of  export  LCs  on  a  monthly  basis.  The 
average  size  of  these  LCs  is  $50,000.  We  also  handle  large  trans- 
actions in  the  multi-million  dollar  range  for  large  corporations.  If 
the  average  transaction  size  is  only  50  that  says  we're  supporting 
a  lot  of  small  value  exports. 
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I  think  that  we  are  interested  where  we  can  accept  the  risk.  If 
we  can  not  accept  the  risk  we  have  to  look  for  the  U.S.  Government 
programs  to  be  able  to  assist  us  with  providing  certain  guarantees. 
We  do  have  to  deal  with  the  regulators  and  high-risk  countries  that 
require  reserves  be  established  by  the  banks  who  conduct  lending 
activities  to  those  markets. 

Mr.  Montgomery.  Our  experience,  Senator  Wofford,  has  been 
that  banks  like  Mellon  have  been  somewhat  atypical  on  this  issue. 
They  have  worked  very  aggressively  with  regard  to  small  busi- 
nesses, but  the  banks  at  the  large  spectrum  haven't  been  working 
as  aggressively.  Perhaps  it's  because  of  the  classic  theory  within 
banking  that  the  administrative  work  to  do  a  small  loan  is  similar 
to  the  administrative  work  to  do  a  large  loan  and  the  return  on 
that  investment  is  on  the  margin. 

But  we  think  that  with  examples  from  truly  the  competitive  edge 
of  a  Mellon  Bank,  and  I've  worked  closely  with  Chip  Thomas,  here 
in  the  east  as  well,  with  the  Mellon  Bank  and  several  others  show- 
ing that  there  is  a  market  there  and  with  the  appropriate  blend  of 
the  Federal  guarantees  such  as  Eximbank  and  others  that  other 
banks  just  from  a  competitive  nature  will  say,  I  think  I  need  to  get 
into  the  ball  game  here. 

The  letter  that  I  personally  sent  to  the  200  bank  CEOs  introduc- 
ing our  work  as  a  city-state  Eximbank  intermediary  gave  examples, 
not  specific  to  name  but  other  banks  in  Pennsylvania  are  with  this 
and  let's  work  with  it.  And  RoseAnn  from  PIDC  has  been  a  partner 
of  mine  on  this  for  years. 

Ms.  Rosenthal.  In  our  experience  with  it  today,  we're  beginning 
to  see  a  willingness  from  the  banks  to  talk  about  forming  a  dif- 
ferent model  involving  a  consortium,  a  collaboration  of  banks.  I 
think  they  are  still  unwilling  to  go  it  alone  for  the  small  trans- 
actions. But  we  began  discussions  with  a  few  of  the  banks  in  Phila- 
delphia earlier  this  year  to  see  what  we  could  do  to  develop  a 
model  that  either  increase  the  use  of  some  of  the  federal  mecha- 
nisms that  are  out  there,  replicates  them  at  the  regional  level,  with 
less  red  tape,  or  does  something  else  to  free  up  capital  in  a  way 
that  gives  banks  a  sense  of  security  that  they're  not  out  there 
alone. 

So,  I  think  that's  a  real  issue.  I  think  the  costs  of  the  trans- 
actions are  probably  the  single  issue  that  we  hear  again  and  again 
as  the  greatest  road  block. 

The  Chairman.  Mame,  do  you  want  to  stress  your  point? 

Ms.  Bradley.  Well,  maybe  just  to  clarify  it  a  little  bit.  The  evi- 
dence that  I  have  is,  of  course,  only  anectdotal.  So,  I  can  only  re- 
port from  what  I've  heard  talking  to  members  of  the  World  Trade 
Center  in  Pittsburgh  or  other  clients  and  from  talking  to  bankers 
as  well. 

I  agree  that  the  issue  of  the  cost  of  the  transactions  comes  up 
frequently.  So  does  the  history  of  loans  during  the  1980s,  that  cost 
the  banks  a  lot  of  money.  The  third  issue  that  Kathleen  raised  and 
I  think  is  a  good  issue  is  the  question  of  whether  or  not  a  borrower 
is  creditworthy  to  begin  with. 

But  sometimes,  and  again,  I  don't  have  data  to  support  what  I'm 
saying,  but  I  think  sometimes  that  a  company  that's  involved  in 
international  trade,  especially  a  small-  or  medium-sized  company, 


55 

when  they  talk  to  their  bank  about  export  trade  finance  they're  fre- 
quently tarred  with  the  same  brush  as  the  poor  credit  risk  who 
probably  shouldn't  be  seeking  bank  finance  at  all. 

We've  had  a  number  of  meetings  in  Pittsburgh  about  this  issue. 
I  really  think  that  we've  all  raised  the  issue  to  one  degree  or  an- 
other. It's  a  very  technical  field  obviously  from  listening  to  Kath- 
leen talk,  but  I  think  that  it  might  be  a  good  topic  for  a  similar 
forum  like  this  to  deal  only  with  trade  finance  issues. 

The  Chairman.  Is  there  anything  that  any  of  you  want  to  add 
to  what  you've  already  suggested  and  what  the  Federal  Govern- 
ment and  Congress  should  do,  on  this  last  point,  to  encourage  co- 
operation among  banks  to  move  more  aggressively  and  more  af- 
firmatively in  this  area? 

Ms.  SlFER.  I  strongly  want  to  re-emphasize  the  issue  that  the  re- 
duction in  the  guarantee  coverage  and  Working  Capital  Guarantee 
program  is  going  to  have  the  opposite  impact,  because  banks 
wouldn't  be  seeking  an  Eximbank  guarantee  for  a  customer  if  they 
were  a  stand-alone  creditworthy  entity.  If  they  are,  the  Bank  would 
be  doing  the  financing  on  its  own.  If  Eximbank  reduces  the  guaran- 
tee, equalizes  it  or  harmonizes  it,  I  think  it  will  have  an  impact  on 
the  use  of  the  Working  Capital  Guarantee  program. 

Neither  the  SBA  program  or  the  Eximbank  programs  have  been 
overwhelmingly  successful.  Both  of  them  have  had  some  limited 
success. 

Mr.  Montgomery.  I'd  like  to  add  to  that.  Even  though  a  90  per- 
cent guarantee  to  the  average  listener  sounds  great,  when  you're 
in  the  business  of  finance  and  you're  working  on  the  margin  that 
may  not  be  as  attractive,  so  I  had  to  add  to  Kathleen's  point,  of 
how  out  in  the  market  place  that  is  going  to  be  affected  in  a  nega- 
tive fashion. 

Ms.  Sifer.  A  margin  on  this  transaction  with  an  Eximbank  guar- 
antee would  be  half  of  a  percentage  point. 

Ms.  Rosenthal.  I  think  there  may  also  be  another  incentive  that 
was  mentioned  in  the  Export  Strategy  proposal.  And  that's  ena- 
bling all  of  these  loans  to  be  eligible  for  CRA  credit.  I  think  that 
might  generate  demand  as  well. 

The  Chairman.  You  have  spoken  very  highly  of  the  work  of  the 
Eximbank,  and  Ken  Brody  needs  to  hear  it. 

Ms.  SlFER.  Yes.  We  think  very  highly  of  Mr.  Brody.  As  a  matter 
of  fact  the  problem  that  he  helped  us  with  was  an  issue  where 
business  was  being  sent  to  a  large  money  center  bank.  We  are  in 
the  business  of  assisting  small-  to  mid-size  companies.  And  if  the 
Eximbank  guarantee  program  wasn't  available  for  us,  fewer  banks 
will  be  able  to  support  trade  finance. 

The  Chairman.  I'll  make  sure  that  he  knows  about  your  testi- 
mony today.  What  about  the  Small  Business  Administration?  We 
have  an  outstanding  new  Administrator.  Do  you  have  any  more 
specific  advice  for  him? 

Mr.  Montgomery.  I  think  my  advice  to  the  SBA  would  be  to 
streamline,  streamline,  streamline  and  get  the  deal  done  in  a  more 
effective  and  efficient  fashion.  They  have  many  of  the  products  but 
some  of  the  products  need  to  be  adjusted  a  bit.  But  we  think  that 
there's  some  good  sense  of  new  direction  at  the  SBA. 
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The  Chairman.  I  talked  to  Administrator  Bowles  earlier  this 
morning  on  a  streamline  point  as  a  matter  of  fact. 

Ms.  Rosenthal.  I  think  one  thing  SB  A  might  want  to  take  a 
look  at  is  extending  the  concept  of  the  preferred  lender.  Within  the 
National  Export  Strategy  there's  a  discussion  of  an  increased  role 
for  entities  like  local  industrial  development  corporations  in  terms 
of  their  financing  role.  To  date  the  preferred  lender  concept  has 
been  applicable  only  to  private  banks.  I  wonder  whether  extending 
this  capability  to  other  public/private  financing  entities  that  have 
experience  and  who  are  certified,  for  instance,  by  State  govern- 
ments, might  not  be  an  effective  way  for  SBA  to  get  their  financing 
out  on  the  street. 

Mr.  Montgomery.  I  think  obviously  RoseAnn  comes  from  PIDC 
and  is  thinking  perhaps  of  her  organization.  But  let  me  take  that 
a  step  further  and  kind  of  echo  what  she  said.  If  the  SBA  were  to 
look  at  the  preferred  lending  status  for  some  of  the  very  good  in- 
dustrial development  authorities  such  as  hers,  I  think  that  would 
move  a  lot  of  business  forward. 

The  Chairman.  Mame  said  you're  the  designated — what  is  the 
designation? 

Ms.  Bradley.  Maybe  Mike  can  help  me  out.  The  World  Trade 
Center  and  the  other  members  of  this  unincorporated  consortium, 
we're  the  western  counterpart. 

The  Chairman.  That's  what  T  wanted  to  know. 

And  you're  the  southeastern.  And  designated  as  what? 

Mr.  Montgomery.  They  are  designated  as  the  Pennsylvania  Ex- 
port Partnership  Regional  Provider  of  Export  Technical  Assistance. 
Through  our  Department  of  Commerce  we  provide  them  with  some 
underwriting  dollars  to  add  to  what  they  already  perhaps  have  as 
they  are  right  there  on  the  ground  floor  working  with  companies, 
looking  at  the  southeastern  and  the  southwestern  part  of  the  State. 
We  felt  as  though  the  idea  of  a  consortium  was  absolutely  mar- 
velous as  opposed  to  only  one  agency  or  only  one  authority  being 
the  point  guard.  We're  just  as  pleased  as  I  don't  know  what  with 
both  the  southeast  and  southwest. 

The  Chairman.  Do  you  have  other  entities  in  the  State? 

Mr.  Montgomery.  Yes,  we  have  eight  other  entities  throughout 
the  State  from  Erie  to  the  Lehigh  Valley  to  Southcentral  Penn- 
sylvania to  the  northern  tier  that  also  work  with  the  business  com- 
munity and  provide  this  kind  of  export  assistance  to  them.  And 
they  work  in  partnership  with  our  department. 

Then  individually  each  of  the  entities  within  the  consortium  may 
work  closely  with  us  on  any  given  point.  Mame  Bradley  the  head 
of  the  World  Trade  Center  in  Pittsburgh  invited  me  to  be  on  a 
panel  to  discuss  our  programs  when  a  delegation  from  Taiwan  was 
in  town  several  months  ago.  That  was  a  great  opportunity  for  us 
to  be  there.  They  came  because  of  her  World  Trade  Center  and  as 
a  result  we  have  companies  who  are  doing  business  with  the  gov- 
ernment as  well  as  businesses  in  Taiwan,  specifically  I  think  in  the 
area  of  environmental  controls.  That  was  the  focus  there. 

The  Chairman.  Do  you  know  how  many  small  businesses  there 
are  in  Pennsylvania?  Do  you  have  some  figures? 

Mr.  Montgomery.  I  was  about  to  say  38,000  to  40,000  or  so  des- 
ignated as  small  businesses.  Not  all,  of  course,  would  fit  into  this 
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category,  because  there's  also  Joe  Smith's  fruit  stand  in  a  local 
neighborhood.  But  I  think  the  number  is  pretty  high. 

The  Chairman.  The  main  thing  I'm  interested  in  is  the  number 
of  businesses  in  Pennsylvania  that  could  be  exporting,  that  could 
be  making  progress  that  way,  could  be  producing  these  extra  jobs 
through  expansion  and  exports  who  don't  know  about  the  programs 
that  you've  just  talked  about. 

Mr.  Montgomery.  I'm  sorry  I  don't  have  that  number  off  the  top 
of  my  head,  but  I'll  get  that  word  to  your  office. 

The  Chairman.  It  isn't  exactly  a  number. 

I'm  sure  that  there  must  be  many,  many  small  businesses  in  this 
State  that  would  benefit  by  knowing — by  being  here  today.  What 
is  the  communication  process  to  them  in  the  State?  Are  these  des- 
ignated consortiums  primarily  responsible  for  getting  the  word  out 
or  is  that  the  Department  of  Commerce  and  the  Department  of  Ag- 
riculture? 

Mr.  Montgomery.  A  combination.  The  consortium  approach  is 
certainly  one.  We  also  work  from  a  data  base  of  companies  that  are 
designated  by  SIC  code  in  the  Commonwealth  of  Pennsylvania  by 
product  distribution  possibilities,  let's  call  it,  and  have  major 
mailings  to  those  SIC  code  companies  when  we  know  of  a  trade 
event  that  hits  their  area.  The  furniture  manufacturing  businesses 
in  Pennsylvania  just  as  an  example  would  get  information  about 
our  programs.  And  we  have  to  I  think  to  even  further  follow  up 
with  those  companies  to  let  them  know. 

The  Chairman.  You  have  to  make  a  flight.  Thank  you  very 
much. 

Ms.  Rosenthal.  One  of  the  strategies,  within  the  Consortium 
and  within  a  number  of  groups  that  are  organized  similarly  to  the 
way  we  are,  driven  by  scarce  resources  and,  therefore,  the  inability 
to  get  the  word  out  to  as  many  companies  as  we  think  need  to  hear 
it,  is  to  pool  our  efforts  and  to  create  joint  mailers,  joint  brochures 
that  are  given  to  staff  in  each  of  the  organizations,  in  each  of  the 
utilities  so  that  when  they're  calling  on  a  client  they  have  informa- 
tion to  distribute.  They  don't  necessarily  have  to  be  conservant 
with  the  information,  but  they  are  able  to  leave  the  information. 
We  found  it  possible,  in  effect,  to  multiply  our  own  staffs  in  this 
way.  Also,  when  a  client  wants  services  from  our  consortium,  he  or 
she  can  call  any  of  the  agencies  and  will  be  immediately  networked 
to  the  rest  of  them.  One  of  the  issues  that  pulled  us  together  was 
we  each  found  it  impossible  to  reach  the  number  of  clients  that  we 
want  to  reach  on  our  own,  because  there  simply  aren't  enough  ad- 
ministrative resources  and  dollars  to  do  that. 

I  think  another  sector  we  need  to  be  aware  of  in  terms  of  its  po- 
tential for  generating  exports,  one  that  we're  pursuing  as  a  result 
of  a  survey  done  together  with  the  DUIRC  and  other  industrial  re- 
source centers  who  were  funded  by  the  Pennsylvania  Department 
of  Commerce  is  the  defense  sector,  which  is  very  critical  to  South- 
east Pennsylvania.  In  a  resurvey  of  those  companies,  currently  un- 
derway, indications  are  that  approximately  50  percent  of  those  who 
responded,  so  far,  have  identified  exporting  as  a  way  for  them  to 
address  defense  conversion  issues.  Of  that  50  percent,  25  percent 
have  already  begun  to  export.  So,  we  need  to  work  with  that  sector 
which  is  a  little  loit  more  specialized,  as  well. 
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The  Chairman.  I'd  like  to  see  that  survey. 

Mr.  Montgomery.  Very  quickly,  Senator,  our  relationship  with 
the  Department  of  Commerce  and  with  the  Pennsylvania  Chamber 
of  Business  and  Industry  has  allowed  us  to  combine  our  efforts  to 
publish  a  Directory  of  Export  and  International  Trade  Services  and 
details  about  how  companies  may  be  alerted  to  our  programs. 
There's  a  major  distribution  of  that  particular  directory  and  a  com- 
pany similar  to  the  one  represented  by  Mr.  Sevon  from  Manguier 
Marketing  might  be  in  contact  with  us  if  his  company  is  not  listed 
in  the  brochure,  then  as  it  gets  updated  then  we  can  make  certain 
that  he's  there  so  that  companies  can  know  about  his  marketing 
services. 

The  Chairman.  Well,  way  back  in  my  life  I  saw  in  the  south  an 
example  of  what  county  agricultural  agents  could  do  to  get  key  in- 
formation to  farmers  that  needed  to  keep  up  with  the  most  modern 
way  of  operating.  And  it  was  a  very  human  network,  human  faces, 
Peter  Witmer  was  at  work.  And  this  is  a  much  more  complicated 
field.  But  getting  that  direct  network,  there  has  to  be  a  local — I 
mean,  it  just  can't  be  mailers  and  big  conferences  assembled.  It's 
got  to  have  the  human  network.  That's  why  I'm  encouraged  by 
what  we've  heard  in  the  second  panel  of  the  consortium  and  the 
work  with  the  Commerce  Department  and  Agricultural  Depart- 
ment in  the  State. 

We  will  hold  a  hearing  in  April  of  the  Subcommittee  in  Washing- 
ton with  Federal  officials  and  I'll  take  some  of  this  information  di- 
rectly to  them  and  put  some  questions  as  we  proceed  as  to  what 
we  can  do  better  in  how  we  respond  to  this  export  strategy. 

I  want  to  say  to  the  very  good  spectoral  participants  who  are  sit- 
ting there  and  are  not  testifying  that  this  is  a  formal  hearing,  we'll 
have  a  record  and  we  have  rules  in  the  Senate  on  a  hearing.  So 
that,  there  is  a  process  of  witnesses  but  I  used  to  teach  courses, 
seminars  on  civil  disobedience  and  the  spirit  has  to  move,  too,  on 
occasion.  And  we  have  just  a  little  time  at  the  end. 

First,  I  want  to  invite  anyone  who  has  a  submission,  I  think 
we've  already  had  some,  that  we'll  put  in  for  the  record  and  our 
Philadelphia  Regional  Port  Authority  is  itself  a  kind  of  world  trade 
center.  I  would  specifically  like  to  invite  our  regional  port  authority 
colleagues,  anyone  who  wants  to  put  something  in,  Lou  Louderback 
I  know  does.  So,  if  Lou  would  rise. 

Mr.  Louderback.  I  want  to  compliment  our  panelist.  I  think 
they  did  great,  particularly  the  gentleman  who  spoke  five  or  six 
languages.  I  have  enough  trouble  with  English,  let  alone  five  or  six 
other  languages.  I  just  want  to  mention,  I  m  on  the  Greater  Phila- 
delphia Board  of  Directors  at  the  Chamber  of  Commerce  and  have 
been  deeply  involved  in  the  Philadelphia  Port  for  many  years. 

I  felt  we  were  for  many  years-short  changed,  but  we've  got  a  very 
dynamic  Board  and  an  extremely  dynamic  staff  today  that  have 
made  us  much  more  competitive  and  mine  isn't  individual  export 
or  whatnot,  ours  is  trying  to  increase  the  volume  of  business  in  and 
out  of  the  Port  of  Philadelphia,  which  supports,  I  don't  know,  what 
it  is,  11  thousand  jobs  in  the  Philadelphia  area. 

So,  mine  is  more  of  an  overview  and  I  hope  all  these  good  people 
here  who  were  testifying  who  are  shipping  exports  are  using  the 
Philadelphia  Port.  We  would  certainly  appreciate  the  business,  to 
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take  a  little  personal  plug.  And  to  digress  just  a  little  bit,  Senator, 
and  the  main  reason  I  came  is  because  I  felt  that  the  Philadelphia 
Port  Authority  would  be  well  represented  here,  but  the  main  rea- 
son I  came  is  I'm  a  small  business  and  always  have  been. 

Our  family  business  was  started  by — well,  I'm  the  fourth  genera- 
tion. It  started  back  in  1866.  We  started  in  horses  and  wagons  in 
northeast  Philadelphia  and  have  grown  to  a  major  moving  and 
transportation  company  in  the  Philadelphia  area. 

And  I've  heard  these  people  expound  on  banks.  If  we  don't 
change  the  banking  attitude  in  America,  we're  going  to  destroy  all 
the  small  businesses,  because  banks  will  not  support  small  busi- 
nesses today.  It's  nice  to  say  if  we  get  a  government  appropriation, 
a  government  guarantee,  we  will  make  loans.  But  on  face  value, 
the  banking  attitude  in  America  is,  we  don't  want  you.  And  this  is 
from  my  own  individual  experience  which  was  extremely  bad,  but 
it's  every  other  person  you  talk  to  who  has  had  an  extremely  bad 
experience.  Banks  do  not  want  to  loan  money  to  small  businesses 
in  particular. 

They're  investment  groups  now.  They  take  the  deposits  and  pay 
one  or  two  percent  interest  and  invest  it  at  eight  or  nine  percent 
interest.  They're  investment  clubs.  They  are  no  longer  what  you 
would  term  a  few  years  ago  in  the  banking  business. 

If  I  might  take  one  other  liberty  while  I'm  up  here,  and  I  prob- 
ably will  whether  you  agree  or  not,  but  the  inheritance  tax  that  the 
Federal  Government  subjects  small  businesses  to,  and  everybody 
says  small  business  is  the  back  bone  of  America,  but  the  statistics 
say  that  there's  only  two  or  three  percent  of  small  businesses  that 
survive  into  the  second  generation.  And  it's  mainly  because  of  the 
inheritance  taxes  that  they're  subjected  to. 

My  family  would  have  had  to  pay  somewhere  in  the  neighbor- 
hood of  a  million  and  a  half  to  two  million  dollars  in  inheritance 
taxes  in  cash.  The  Federal  Government  wants  that  right  away.  It's 
just  not  there.  So,  I  had  to  put  a  tremendous  burden  on  our  busi- 
ness to  go  out  and  spend  $100,000  -  $150,000  a  year  on  life  insur- 
ance, which  is  just  an  unbearable  burden.  It's  just  unnecessary,  but 
I  have  a  feeling  that  the  insurance  lobbyists  in  Washington  keep 
the  inheritance  laws  the  way  they  are,  because  they're  making  bil- 
lions of  dollars  off  small  businesses  that  have  to  cover  their  backs 
constantly  with  insurance  so  that  their  family  doesn't  lose  the  busi- 
ness. 

The  Chairman.  We  are  trying  to  focus  on  export  problems.  Your 
first  point  is  very  pertinent  to  this.  It's  what  we've  been  talking 
about,  the  degree  to  which  small  business  will  get  credit. 

You  do  understand  why  after  some  of  the  experience  with  inter- 
national lending  of  the  last  couple  of  decades  it's  probably  even 
harder  for  banks  to  grant  it.  And  the  truth  of  any  part  of  what  you 
said,  it's  even  harder  for  them  to  take  the  risk  overseas.  That's  why 
these  Federal  programs  probably  are  very  crucial.  The  export/im- 
port bank  we've  been  told  here  right  now  is  crucial  for  breaking 
that  ice  on  export  expansion. 

I  take  it  you're  not  against  export/import  guarantees. 

Mr.  Louderback.  Oh,  no,  any  way  that  we  can  generate  our  ex- 
port/import business  is  great.  But  I  just  respectfully  submit  that 
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there's  other  things.  And  that's  the  main  reason  you  have  on  your 
letterhead  here  that  you  are  involved  in  the  small  business. 

The  Chairman.  Absolutely. 

Mr.  Louderback.  And  I  just  feel  on  an  overview  of  America  we 
have  to  change  the  banking  attitude  in  America  before  we're  really 
going  to  get  this  economy  moving  again. 

The  Chairman.  A  bill  just  went  through  the  Senate,  community 
banking  institutions  bill.  I  don't  know  if  any  one  of  the  panel  mem- 
bers are  up-to-date  on  that  bill  and  what  effect  it  will  have,  but  it's 
to  strengthen  community  banks  in  their  role  of  supporting  small 
businesses  within  their  community.  And  the  community  banking 
world  has  been  very  pleased  with  that  bill. 

Does  the  panel  have  any  comment  further  on  this  or  any  other 
point?  We  have  one  gentleman  who  wanted  to  say  a  word  before 
we  close. 

Mr.  Thompson.  If  I  may,  I'm  Richard  Thompson,  with  Thompson 
International  here  in  Philadelphia.  I've  been  an  exporter  for  25 
years  and  I'm  as  small  as  they  come.  I  would  be  bigger  I  think  if 
some  of  these  integral  domestic  policies  and  situations  were 
healthier.  Mr.  Louderback  alluded  to  the  banking  attitude,  but  my 
experience  has  been  pretty  good.  However,  my  business  is  a  lot 
smaller. 

In  the  legal  realm,  we  have  a  tremendous  cost  here  that  I  think 
is  more  fearsome  than  the  financial  burden  of  the  banks.  I  deal  in 
all  the  countries,  and  I've  kind  of  evolved  from  an  export  manager 
to  an  export  distributor,  so  I'm  buying  from  various  factories  in  the 
industrial  area,  processing  equipment,  engineered  sales  and  I'm  ap- 
palled at  the  turnover  that  I  have  to  buy  a  Thomas  register  every 
year  to  keep  up  with  the  changes  of  American  companies  that  are 
put  into  play. 

They're  absorbed,  they're  bought  out,  they're  machinated  around 
so  you  can't  tell  who  is  who  any  longer.  As  we  talk  with  all  these 
various  manufacturers,  many  of  them  from  the  Delaware  Valley, 
we  find  that  their  costs  are  very  high  because  of  two  reasons.  Ei- 
ther they're  carrying  a  legal  staff  to  protect  themselves  from  a  hun- 
dred dollar  lawsuit.  It  only  takes  $100  to  put  a  company  in  play 
and  take  them  into  court  and  the  defendant  has  no  alternative  but 
to  fight  that  or  to  lose  by  default. 

So,  we're  suffering  this  tremendous  overhead  cost  of  a  legal  sys- 
tem that  is  unreliable  or  actually  predatory. 

On  the  other  side,  Senator,  and  I  hope  you  carry  this  to  Con- 
gress, this  is  very  important  that  with  a  commercialized  legal  sys- 
tem where  the  lawyers  are  mostly  looking  at  how  they're  going  to 
make  their  bucks,  how  do  I  use  legal  services  to  take  an  overseas 
problem  into  court  for  my  payment. 

I've  shipped.  I've  promised  the  factory  they're  going  to  get  paid 
and  I  don't  get  paid.  It  hangs  up  in  the  banks  or  some  way  or 
other.  I  don't  have  any  legal  recourse.  And  here's  how  I  solve  the 
problem.  I  get  cash  in  advance.  It  makes  the  deal  smaller.  It's  very 
conservative  and  I  can  lose  to  somebody  else.  So,  I  do  it  in  smaller 
pieces.  And  this  is  what  small  business  has  to  do  to  protect  itself, 
because  they  can't  get  into  Court  and  get  redress.  It  has  to  take 
smaller  risks,  so  when  it  loses  it  can  throw  up  its  hands  and  still 
have  something  left  to  continue. 
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So,  if  we  don't  address  the  le^al  problems  so  that  it's  really  a 
service  industry  to  commerce  an  industry  and  export  instead  ox  its 
own  profiteering  monopoly,  we  never  will  be  an  export  power. 

The  Chairman.  Well,  one  of  the  service  industries  that  we  export 
along  with  the  growth  of  merchandising  exports,  manufacturing  ex- 
ports is  legal,  if  you  want  to  call  it  service  industry. 

Mr.  Thompson.  You're  right.  It's  amazing  that  we  can  export.  It's 
almost  like  the  movie  industry,  because  if  the  people  who  were 
buying  it  knew  how  bad  it  was  and  how  corrupt  local  judges  could 
be,  we  wouldn't  have  much  export  there  either.  I  won't  tell  them. 

The  Chairman.  Those  of  you  are  reminding  me  what  an  interest- 
ing round  table  we  could  have  if  this  was  not  a  hearing.  I  hope  I 
meet  those  of  you  who  I  haven't  met  yet. 

First,  I'd  like  to  make  sure  that  the  human  faces  of  my  team  are 
acknowledged,  so  that  if  you  want  to  talk  to  them  you  may  do  so 
before  you  leave.  Todd  Bernstein  heads  our  office  of  the  east; 
Pracilla  Pearson  is  head  of  constituent  services;  Iris  Lasorta  is 
there  who  is  one  of  our  active  team  members  along  with  Allen 
Molensky.  And  you  met  Russell  Redding  earlier.  Bill,  thank  you. 

Mr.  McLaughlin.  On  behalf  of  the  Philadelphia  Regional  Port, 
I  want  to  thank  you,  Senator  for  visiting  the  Port  of  Philadelphia 
and  also  for  reminding  everyone  that  the  Port  Authority  is,  in  fact, 
an  enormous  international  resource  for  people.  And  we  do  business 
all  over  the  world.  Even  as  you  were  speaking,  two  vessels  sailed 
up  the  Delaware  River.  So,  this  is  a  perfect  time  to  come.  We'll  be 
happy  to  help  you  as  you  pursue  your  world  trade  initiatives  on 
your  own,  but  thank  you  very  much  and  please  come  back  again. 

[Whereupon  the  hearing  was  adjourned.] 

[Additional  material  submitted  for  the  record.] 

Recommendations  of  Committee  on  International  Trade  and  Foreign 
Taxation,  Mehdi  Hojjat  and  Kenneth  R.  Petrini,  Chairpersons 

i.  barriers  to  international  markets 

1.  Misconceptions  (lack  of  awareness) 

2.  Marketing  Information 

3.  Difficulties  in  Obtaining  Export  Financing 

4.  Distribution 

5.  Foreign  Tax  Credit  (Double  Taxation) 

6.  Cultural  Barriers 

7.  High  Costs  of  Entering  International  Markets  Including  Management  Time 

8.  Documentation 

9.  Transfer  Pricing  and  Currency  Risks 

10.  ISO  9000  and  Other  Foreign  Government  Standards 

11.  Legal  Aspects  (Warranties,  Insurance,  Consumer  Protection) 

12.  Export  Licensing  and  Controls 

International  Trade  is  most  greatly  facilitated  by  a  sound  macro  economy  that 
preserves  stable  interest  and  exchange,  rates  through  controlled  inflation  and  sus- 
tainable growth.  Legislation  that  would  limit  such  macro  stability,  such  as  reducing 
the  independence  of  the  Federal  Reserve,  excessive  changes  in  deficit  management 
(either  to  increase  or  decrease),  or  any  further  tax  increase  would  be  counter-produc- 
tive to  any  other  positive  measures  that  may  be  taken. 

Existing  nonessential,  conflicting,  and  burdensome  documentation  and  regulation 
as  well  as  expensive  social  welfare  programs  should  be  removed  from  business  so 
as  to  facilitate  microeconomic  competitiveness.  Any  such  future  programs  should  be 
evaluated  critically  with  an  eye  to  the  question  of  competitive  impact  on  business 
(e.g.  health  care). 

The  focus  of  public  policy  should  be  directed  through  existing  agencies  currently 
supported  by  government.  No  new  agencies  or  economic  planning  bodies  should  re- 
sult. The  primary  focus  should  be  on  education  and  the  coordination  of  information 
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as  (demonstrated  by  the  new  "National  Export  Strategy"  which  reflects)  the  realities 
of  the  global,  technologically  sophisticated  economy  in  which  we  live  as  well  as  the 
opportunities  that  exist  for  business  and  individuals  to  be  involved  in  the  inter- 
national economy. 

II.  RECOMMENDATIONS 

1.  Provide  Incentives 

A.  Direct  Subsidy  to  firms  for  attending  trade  shows  or  trade  mission  simi- 
lar to  the  Pennsylvania  Export  Partnership  Program. 

B.  Direct  subsidy  and  changes  in  tax  treatment  for  up-front  costs  of  enter- 
ing new  international  markets. 

2.  Commitment  to  negotiate  for  a  fair  trade  through  GATT  and  avoid  using  bilat- 
eral trade  restrictions  for  foreign  policy  purposes  (tools).  Multinational  Institutions 
should  be  used  to  impose  embargo  and  other  trade  restrictions. 


3.  Simplification  of  taxes  for  Foreign  Sales  Corporations. 

4.  A.  Foreign  Tax  Credit  Improvements. 


B.  Stop  the  Spread  of 'U.S.  Tax  Imperialism'. 

5.  Expanding  the  role  of  Eximbank  to  provide  financing  to  new-to-export  firms. 

6.  Provide  incentive  for  quality  improvement  and  ISO  9000  certification. 

7.  Provide  incentive  for  workforce  preparation  in  entering  international  markets. 
This  preparation  should  include  cultural,  language  and  other  types  of  training. 

8.  Reducing  the  trade  imbalance  with  Japan  by  a  certain  percentage  or  certain 
amount  per  year. 

III.  COMMENTS  AND  INFORMATION  ON  SELECTED  RECOMMENDATIONS 

1.  Provide  Incentives 

Other  countries  provide  subsidies  ranging  from  interest-free  expansion  loans  to 
Government-supported  fee-paid  trade  missions.  U.S.  small  businesses  needs  direct 
government  financial  support  to  compete  effectively  in  the  international  market- 
place. Current  tax  incentives  and  programs  through  the  U.S.  Small  Business  Ad- 
ministration (SBA)  and  the  Eximbank  are  not  sufficient. 

A.  Direct  Subsidy  to  Firms  for  Attending  Trade  Shows  or  Trade  Missions 
Similar  to  the  Pennsylvania  Export  Partnership  Program. 

Trade  missions  are  an  effective  means  to  promote  exports.  They  allow  U.S.  poten- 
tial exporters  to  participate  in  an  introductory  "guided  tour"  of  overseas  business 
opportunities.  Because  these  missions  are  led  by  experienced  government  and  pri- 
vate-sector officials,  novice  participants  are  more  likely  to  secure  worthwhile  busi- 
ness introductions  to  genuine  opportunities.  The  extensive  planning  that  goes  into 
such  missions  assures  that  the  participants'  time  is  well  spent  abroad.  Participants 
can  also  create  valuable  links  leading  to  possible  joint  ventures  and  other  coopera- 
tive marketing  efforts.  Pennsylvania  Export  Partnership  Program  provides  a  model 
for  this  subsidy. 

PENNSYLVANIA  EXPORT  PARTNERSHIP  PROGRAM 

The  Pennsylvania  Export  Partnership  (PEP)  Program  was  established  to  promote 
the  sale  of  Commonwealth-manufactured  goods  and  services  in  foreign  markets.  The 
PEP  Program  is  a  means  for  various  Federal,  State  and  local  government  and  non- 
government entities  to  work  cooperatively,  by  sharing  expenses,  resources,  and  in- 
formation to  promote  business  opportunities  that  exist  for  the  exporting  of  Penn- 
sylvania goods  and  services  to  foreign  markets.  The  Trade  Event  Grant  Program 
and  the  Regional  Export  Matching  Grant  Program  are  two  distinctly  separate  grant 
programs  funded  under  the  PEP  Program. 

THE  TRADE  EVENT  GRANT  PROGRAM 

Under  the  Trade  Event  Grant  Program,  grants  of  up  to  $2,500  may  be  provided 
to  businesses  to  help  defray  certain  costs  incurred  by  exhibiting  or  attending  an 
international  trade  event.  These  grants  are  provided  directly  to  the  company 
through  services  from  the  Department  of  Commerce  to  encourage  and  assist  those 
businesses  which  otherwise  could  not  afford  the  total  cost  of  attending  these  events. 

THE  REGIONAL  EXPORT  MATCHING  GRANT  PROGRAM 

The  function  of  the  Regional  Export  Matching  Grant  Program  is  to  assist  in  and 
encourage  the  operation  of  regional  export  development  programs.  In  order  to  ac- 
complish this  task,  the  Department  of  Commerce  intends  to  select  Regional  Export 
Service  Providers  (Providers),  each  of  whom  shall  administer  a  Regional  Export  De- 
velopment Program. 
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B.  Direct  Subsidy  and  Changes  In  Tax  Treatment  for  Up-front  Costs  of 
Entering  New  International  Markets. 

Tax  incentives  are  the  most  efficient  way  to  ensure  our  economy  remains  inter- 
nationally competitive.  Providing  tax  incentives  is  one  of  the  few  ways  the  Federal 
Government  can  foster  exports  without  directly  choosing  companies  that  receive 
benefits;  successful  businesses  are  selected  by  market  competition.  While  tax  incen- 
tives may  affect  the  Federal  deficit  negatively  in  the  short  run,  it  is  "money  well 
spent":  successful  companies  stimulate  additional  economic  activity  and  generate 
more  tax  revenues. 

EXPENSES  OF  ESTABLISHING  AND  MAINTAINING  FOREIGN  OPERATIONS 

STATEMENT  OF  THE  PROBLEM 

U.S.  taxpayers  incur  substantial  expenses  in  establishing  foreign  operations.  In 
many  cases,  especially  where  a  new  legal  entity  is  established,  a  question  arise  as 
to  whether  the  expenses  are  currently  deductible,  are  deductible  only  as  a  start-up 
expense  under  Code  Section  195,  or  are  proper  expenses  of  the  foreign  venture  and 
only  deductible  by  it.  As  the  foreign  venture  will  often  be  in  a  tax  loss  position,  it 
may  be  some  time,  if  ever,  before  the  benefit  of  the  deductible  expenses  is  realized 
by  the  U.S.  taxpayer.  Also,  the  expense  may  not  be  viewed  as  deductible  by  local 
tax  authorities. 

U.S.  taxpayer  may  also  need  to  support  the  foreign  venture  with  home  office  sup- 
port and  with  the  assignment  of  expatriates  to  the  venture.  This  will  often  entail 
substantial  cost.  Again,  there  will  be  a  question  as  to  whether  these  costs  are  cur- 
rently deductible  and  by  whom.  These  expatriates  will  incur  additional  costs  as  a 
result  of  the  assignment  that  are  borne  by  their  employer.  This  leads  to  an  inflation 
in  the  amount  of  reported  compensation  due  to  foreign  housing  expenses,  cost  of  liv- 
ing allowances,  etc.  This  will  seldom  result  in  substantial  additional  U.S.  tax  liabil- 
ity due  to  the  earned  income  exclusion,  foreign  housing  allowance  and  foreign  tax 
credit.  Substantial  expense  in  reporting,  grossing-up  and  claiming  tax  credits  will 
be  incurred,  however.  In  addition,  with  the  elimination  of  the  medicare  wage  cap, 
employer  and  employee  medicare  payments  will  be  required,  often  both  at  the  em- 
ployer's expense.  Usually,  this  will  need  to  be  grossed  up  for  foreign  taxes  which 
could  mean  that  the  cost  of  paying  this  additional  medicare  will  be  10  percent  of 
compensation  or  more. 

RECOMMENDATIONS 

Section  195  should  be  amended  to  provide  for  immediate  deduction  of  the  cost  in- 
curred in  establishing  business  operations  in  a  new  geographic  area,  defined  by  ref- 
erence to  national  boundaries,  and  to  allow  for  deduction  of  support  expenses,  in- 
cluding expatriate  personnel,  by  the  U.S.  investor. 

Expatriate  allowances  should  be  excludable  at  the  election  of  the  employee  (with 
a  reduction  in  the  creditable  foreign  taxes)  for  income  tax  purposes  and  should  not 
be  included  for  employer  or  employee  medicare  tax  contribution  purposes. 

In  addition  to  this  amendment,  in  order  to  encourage  expansion  of  exports,  a  tax 
credit  equivalent  to  a  portion  of  up-front  costs  of  entering  new  international  markets 
should  be  provided  to  exporters.  These  up-front  costs  should  include  any  sales  and 
marketing  expenses  and  expenses  related  to  building  distribution  networks  which 
would  result  in  direct  or  indirect  export  of  U.S.  products. 

2.  Commitment  to  negotiate  for  a  fair  trade  through  GATT  and  avoid 
using  bilateral  trade  restrictions  for  foreign  policy  purposes  (tools).  Multi- 
national Institutions  should  be  used  to  impose  embargo  and  other  trade  re- 
strictions. 

TRADING  BLOCS  VERSUS  GATT 

The  Destructive  Role  of  Blocs 

Large  powerful  blocs  are  seen  protecting  their  markets  against  outsiders  with  re- 
strictions on  imports  and  investments.  Trading  blocks  are  putting  pressure  on  the 
GATT  system  itself  to  the  degree  that  the  system  may  collapse.  Should  that  happen 
the  world  could  be  without  any  all-encompassing  structure  to  govern  trade  and  in- 
vestment flows. 

One  of  the  doomsday  scenarios  of  the  near  future  is  a  trade  war.  Worst  still,  each 
block  may  feel  that  such  a  war  is  winnable.  Each  has  solid  resources  of  capital  and 
technology  as  well  as  considerable  natural  resources.  The  problem  is  that  if  such 
a  process  of  protectionism  is  started,  it  is  quite  difficult  to  stop  and  reverse.  An  ex- 
cellent example  of  this  scenario  is  a  trade  dispute  between  the  United  States  and 
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Europe  which  has  its  roots  in  a  30-year  agreement  that  the  Europeans  have  not  fol- 
lowed despite  GATT  findings  for  the  United  States.  EC  subsidies  deprive  U.S.  farm- 
ers of  the  benefits  of  negotiations  in  the  1960's  on  oilseed  imports  to  zero.  First  it 
shows  the  lack  of  authority  of  the  GATT,  and  secondly,  it  indicates  the  willingness 
of  the  two  big  traders  to  start  a  trade  war  if  necessary. 

With  a  worldwide  reduction  of  barriers,  worldwide  GDP  would  increase  by  1  per- 
cent and  would  trade  grow  by  6  percent.  If  liberalization  only  occurred  within  the 
three  main  blocs,  GDP  would  grow  by  0.4  percent,  and  trade  by  3  percent.  Should 
the  blocks  raise  barriers  between  each  other,  gains  would  be  negligible. 

The  use  of  trade  retaliation  for  foreign  policy  or  human  rights  violations  should 
be  increasingly  initiated  by  multinational  institutions  (IMF,  UN,  World  Bank)  rath- 
er than  through  unilateral  actions  by  the  U.S.  These  unilateral  actions  mark  the 
U.S.  policy  as  unstable  and  send  conflicting  signals  to  other  trading  partners  as  well 
as  U.S.  companies  doing  business  abroad. 

The  commitment  to  be  a  world  leader  in  multi-lateral  trade  liberalization  through 
GATT.  While  regional  arrangements,  such  as  NAFTA,  have  advantages  they  are  an 
inferior  solution  to  world-wide  agreements,  and  they  could  deteriorate  into  trade 
wars  if  not  managed  with  a  firm  commitment  to  the  global  agreements.  While  GATT 
must  remain  the  centerpiece  of  our  policy  the  United  States  should  continue  to  pur- 
sue regional  liberalization  as  well  with  the  Americas,  APEC  and  the  EC. 

3.  Simplification  of  Taxes  for  Foreign  Sales  Corporations. 

STATEMENT  OF  THE  PROBLEM 

The  current  rules  regarding  foreign  sales  corporations  (FSC)  are  complex  and  dif- 
ficult to  administer.  While  remaining  consistent  with  GATT,  these  rules  should  be 
no  more  onerous  than  is  required  in  order  to  comply  with  GATT.  Furthermore,  al- 
though the  foreign  sales  corporation  rules  are  designed  to  encourage  export  trade, 
the  Internal  Revenue  Service  apparently  perceives  the  FSC  rules  as  a  potentially 
abusive  and  applies  greatly  to  the  taxpayers.  This  level  of  scrutiny  impedes  the  Con- 
gressional intent  of  furthering  export  trade. 

Furthermore,  the  rules  regarding  sourcing  of  income  favor  foreign  manufacture  of 
goods  destined  for  foreign  markets  as  the  profits  from  U.S.  manufactured  export 
goods  are,  at  least  partially,  sourced  as  domestic  source  income.  This  is  an  unin- 
tended incentive  to  manufacture  abroad. 

RECOMMENDATIONS 

Congress  should  express  its  intent  to  the  Treasury  Department  that  the  regula- 
tions regarding  foreign  sales  corporations  be  simplified  and  that  the  Internal  Reve- 
nue Service  reflect  the  spirit  and  intent  of  the  FSC  rules  in  their  audit  activities. 

It  should  be  clarified  that  the  sale  or  rental  of  customer-based  intangibles  (such 
as  a  subscription  list  rented  by  a  publishing  concern)  to  unrelated  parties  con- 
stitutes an  item  that  qualifies  for  FSC  treatment. 

The  FSC  rules  should  also  be  amended  to  allow  a  fair  allocation  of  income  to  the 
FSC,  such  as  by  allowing  book  depreciation  to  be  used  in  determining  FSC  profit. 

All  income  from  exported  goods  should  be  sourced,  at  the  taxpayers  election,  to 
foreign  sources. 

4A.  Foreign  Tax  Credit  Improvements. 

ELIMINATION  OF  FOREIGN  TAX  CREDIT  BASKET  FOR  NONCONTROLLED  CORPORATIONS 

STATEMENT  OF  PROBLEM 

Under  the  current  foreign  tax  credit  regime,  foreign  source  income  and  associated 
foreign  tax  credits  are  segregated  into  several  categories  or  baskets.  The  rationale 
for  this  is  to  prevent  credits  associated  with  certain  kinds  of  income  for  being  avail- 
able to  be  used  to  shield  U.S.  tax  on  other  types  of  income.  The  Tax  Reform  Act 
of  1986  added  a  category  for  less-than-controlled  corporations,  the  so-called  "10-to- 
50  basket."  Each  of  these  corporations  must  be  placed  in  a  separate  basket,  prevent- 
ing the  pooling  of  income  and  credits  with  general  business  income  in  the  overall 
basket,  as  well  as  with  other  10-to-50  basket  companies.  U.S.  businesses  which  es- 
tablish ventures  in  foreign  jurisdictions  often  find  it  necessary  to  take  less  than  a 
controlling  interest  in  the  foreign  joint  venture,  resulting  in  numerous  10-to-50  bas- 
ket companies.  The  level  of  direct  business  involvement  of  the  U.S.  company  in  the 
joint  venture  will  often  be  the  same  as  is  associated  with  controlled  or  wholly  owned 
companies,  so  that  credits  from  active  and  passive  activities  are  not  being  co-min- 
gled.  Because  of  the  inefficiencies  resulting  from  10-to-50  basket  companies,  U.S. 
taxpayers  are  forced  to  employ  numerous  means  to  avoid  the  10-to-50  basket  re- 
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quirement,  including  structuring  foreign  ventures  so  they  qualify  as  partnerships 
under  U.S.  tax  law. 

RECOMMENDATION 

The  separate  basket  for  10-to-50  percent  owned  corporations  should  be  eliminated, 
and  all  10  percent  or  greater  owned  ventures  should  be  included  in  of  the  overall 
basket. 

EQUITY  IN  ALLOCATIONS  OF  EXPENSES  FOR  FOREIGN  TAX  CREDIT 

STATEMENT  OF  THE  PROBLEM 

The  current  rules  for  allocating  interest  expense  and  other  expenses  under  Section 
861  significantly  disadvantage  U.S.  manufacturers  and  create  undue  uncertainty. 
The  U.S.  law,  in  effect,  provides  for  a  partial  disallowance  of  interest  expense,  R&D 
expense,  G&A,  State  taxes  and  charitable  contributions  if  the  U.S.  company  is  not 
otherwise  in  a  position  to  utilize  foreign  tax  credits  and/or  is  in  a  minimum  tax  pay- 
ing position.  Foreign-owned  entities  investing  in  the  U.S.  can  avoid  minimum  tax 
problems  while  the  foreign  tax  credit  is  irrelevant  to  them.  The  rules  requiring  an 
allocation  of  interest  expense,  R&D,  etc.  against  foreign  source  income  should  be 
modified  so  as  not  to  penalize  the  U.S.  company  for  investing,  either  in  the  U.S. 
or  outside  the  U.S.,  and  to  put  it  on  a  level  playing  field  with  its  foreign  competitors. 

Also,  the  rules  regarding  allocation  of  R&D  expense  have  changed  so  often  that 
effective  planning  is  impossible. 

RECOMMENDATIONS 

The  rules  regarding  the  amount  of  interest  expense  allocated  against  foreign 
source  income  should  be  modified  to  avoid  current  distortion.  Taxpayers  should  be 
permitted  to  use  the  same  depreciation  lives  in  determining  foreign  source  income 
as  apply  to  assets  used  in  the  U.S.  Currently,  the  foreign  assets  are  subject  to  a 
longer  depreciation  life  and  draw  an  inappropriately  large  amount  of  interest  alloca- 
tion. 

The  rules  regarding  specific  allocation  of  interest  expense  should  also  be  liberal- 
ized to  allow  for  the  utilization  of  the  rules  regarding  nonrecourse  debt.  The  current 
regulations  are  so  strict  that  it  is  impossible  to  structure  debt  so  as  to  be 
nonrecourse  and  to  be  specifically  allocated  to  a  project  even  though  it  is  economi- 
cally nonrecourse  debt  associated  with  a  U.S.  business.  Taxpayers  should  be  allowed 
to  allocate  interest  expenses  on  a  reasonable  line  of  business  method  that  would 
prevent  expenses  associated  with  a  purely  domestic  line  of  business  from  being  allo- 
cated to  foreign  sources,  especially  where  that  line  of  business,  by  its  nature,  is 
heavily  debt  financed. 

The  R&D  allocation  rules  of  Section  864(0  should  be  made  permanent. 

4.B.  Stop  the  Spread  of  'U.S.  Tax  Imperialism'. 

DESCRIPTION  OF  THE  PROBLEM 

In  various  areas,  U.S.  tax  law  has  developed  a  detailed  system  of  rules  and  regu- 
lations which  govern  the  operation  of  U.S.  taxpayers.  While  these  rules  and  regula- 
tions may  have  obvious  application  in  the  domestic  tax  field,  they  may  be  counter- 
productive and  inappropriate  in  the  international  context.  One  prime  example  would 
be  the  imposition  of  U.S.  pension  concepts  under  Code  Section  404A.  While  Section 
404A  is  a  necessary  provision,  recent  regulations  represent  overkill.  Under  these 
proposed  regulations,  Section  404A  would  be  the  only  way  in  which  a  U.S.  corpora- 
tion could  take  a  deduction  or  reduce  earnings  and  profits  as  a  result  of  contribu- 
tions to  or  reserves  for  pensions  or  other  deferred  compensation  under  foreign  pen- 
sion and  related  plans.  Section  404A  requires  compliance  with  U.S.  funding  rules, 
as  well  as  U.S.  trust  requirements,  in  the  case  of  trusteed  plans.  These  rules  can 
be  wholly  inapplicable  in  an  international  context  where  pension  plans  are  estab- 
lished pursuant  to  local  practice  and  custom  and  are  governed  by  local  rules. 

Another  area  where  U.S.  concepts  may  be  inappropriately  applied  concerns  trans- 
fer pricing  between  related  foreign  affiliates.  Under  Section  482  and  the  regulations 
promulgated  thereby,  U.S.  transfer  pricing  concepts  would  apply  to  a  transfer  be- 
tween related  foreign  affiliates.  These  concepts  may  be  appropriate  to  apply  where 
two  foreign  entities  are  involved.  Those  entities  must  be  free  to  determine  a  transfer 
pricing  mechanism  which  meets  the  requirements  of  their  respective  jurisdictions 
without  regard  to  the  rules  of  the  ultimate  U.S.  parent. 
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RECOMMENDATIONS 

Section  404A  should  be  amended  to  allow  for  a  deduction  or  reduction  in  earnings 
and  profits  to  the  extent  that  the  amount  is  allowable  under  the  laws  of  the  jurisdic- 
tion under  which  the  pension  plan  is  maintained. 

Section  482  should  be  required  that  the  regulations  issued  thereunder  be  compat- 
ible with  international  norms  of  other  major  trading  partners.  The  transfer  pricing 
rules  under  Section  482  should  further  provide  that  no  adjustment  will  be  made  to 
the  transfer  price  between  two  non-U.S.  corporations  where  that  transfer  price  is 
acceptable  by  the  tax  authorities  in  question. 

8.  Reducing  the  trade  imbalance  with  Japan  by  a  certain  percentage  or 
certain  amount  per  year. 

TRADE  DEFICIT  WITH  JAPAN 

No  Incentive.  .  .No  Change 

It  is  very,  very  difficult,  if  not  totally  impossible,  to  convince  a  nation  like  Japan, 
which  is  taking  a  $100  billion  surplus  to  the  bank  every  year  and  which  is  on  the 
way  to  conquering  the  world  economically,  of  the  urgency  to  change  course.  After 
all,  they  see  the  surplus  simply  as  their  reward  for  hard  work. 

No  nation  is  capable  of  changing  more  rapidly  and  dramatically  than  Japan.  But, 
Japan  will  not  change  without  an  incentive  to  do  so. 

We  should  make  sure  Japanese  companies  pay  a  fair  share  of  American  taxes  and 
that  they  do  not  have  an  undue  influence  on  our  government  in  Washington.  We 
should  advise  Asian  countries  that  the  "buy  from  Japan,  sell  to  America"  days  are 
over.  We  should  also  make  it  clear  to  Japan  that  the  trade  blocks  that  are  now 
forming  will  serve  to  exclude  Japan,  if  it  does  not  start  including  more  outside  play- 
ers in  its  own  market. 

BACKGROUND 

The  passage  this  year  of  NAFTA  and  approval  of  the  Uruguay  round  of  GATT  ne- 
gotiations, will  stimulate  international  trade  principally  through  further  reduction 
of  tariffs  and  elimination  of  artificial  trading  barriers.  The  1993  U.S.  trade  deficit 
will  exceed  $115  billion,  its  poorest  showing  since  1988.  The  imbalance  in  trade  can 
in  large  part  be  targeted  to  the  Pacific  Rim  countries,  and  principally  to  Japan  and 
China.  New  Marketing  and  Sales  efforts  to  Pacific  Rim  countries  for  many  reasons 
present  a  more  awesome  challenge  to  Americans  than  for  example,  similar  efforts 
in  the  Europe  market  Cultural  and  language  differences,  Iabyrinthian  and  unfamil- 
iar distribution  patterns,  and  in  the  case  of  Japan,  the  sheer  cost  of  trade  shows, 
travel,  and  living  expenses  taken  together,  explain  a  reluctance  by  U.S.  companies 
to  aggressively  market  in  the  region.  Many  U.S.  firms  will  bypass  opportunities  to 
investigate  the  markets  in  the  Pacific  Rim  in  preference  to  Europe.  The  sheer  size 
of  the  trade  deficit  with  this  region  is  by  itself  destablizing  both  in  political  and  eco- 
nomic dimensions.  In  my  mind,  this  trade  deficit  demands  special  incentives  by  our 
government  to  stimulate  the  sales  efforts  and  marketing  plans  by  U.S.  companies. 

THE  PROPOSAL 

Please  review  on  the  Federal  level  the  array  of  trade  incentives  and  assistance 
available  to  U.S.  business.  I  would  propose  as  legislation  a  tax  credit  (similar  to  an 
investment  tax  credit  for  equipment),  for  marketing  and  sales  planning  costs,  trade 
exposition  participation,  translation  and  production  of  sales  materials,  and  similar 
costs  associated  with  preparatory  efforts  to  penetrate  targeted  markets.  Consider- 
ation should  be  given  to  GATT  concerns  about  government  subsidy  and  countervail- 
ing trades  measures. 

From  my  review  of  GATT,  the  incentives  I  propose  could  be  considered  akin  to 
the  "pre  competitive"  development  activities  which  are  not  proscribed.  The  tax  credit 
should  be  dramatic.  I  would  propose  25-50  percent  of  cost  associated  with  market 
entry  activity.  The  impact  of  successful  marketing  activities  generated  by  this  initia- 
tive would  be  sales  and  profits  in  the  U.S.  Taxes  on  such  profits  would  defer  the 
cost  of  such  credits.  There  is  a  likelihood  that  such  a  credit  will  be  self  funding. 
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Prepared  Statement  of  Ted  A.  Nash,  Ports  of  Philadelphia  Maritime 

Exchange 

identifying  remarks 

The  Maritime  Exchange  was  established  in  1875  to  represent  the  needs  and  con- 
cerns of  the  private  business  community  at  the  Ports  of  Philadelphia.  The  Exchange 
is  currently  comprised  of  approximately  200  port-related  businesses,  including  ship- 
pers, stevedores,  marine  terminal  and  warehouse  operators,  ship  and  harbor  service 
companies,  customs  brokers,  freight  forwarders,  and  inland  transporters.  The  goal 
of  the  Exchange  is  to  create  and  maintain  a  positive  business  environment  at  the 
Ports  of  Philadelphia. 

In  addition  to  acting  as  a  trade  association  for  its  members,  the  Maritime  Ex- 
change has  operating  responsibilities  within  the  Delaware  River  port  system.  The 
system  is  a  120-mile  channel  which  stretches  from  the  lower  Delaware  Bay  to  Mor- 
risville,  PA.  Included  in  the  system  are  general  cargo  ports  in  three  states:  Philadel- 
phia and  Chester  in  Pennsylvania;  Camden,  Gloucester  and  Salem  in  New  Jersey; 
and  Wilmington,  DE.  Seven  major  refineries  are  located  along  the  Delaware  River; 
making  this  the  largest  oil  refining  center  on  the  east  coast.  The  Exchange  is  re- 
sponsible for  tracking  and  reporting  the  movement  of  more  than  2,700  ships  which 
transit  the  Delaware  River  annually.  The  Exchange  has  also  developed  and  operates 
a  computerized  system  to  electronically  clear  imported  cargoes  through  U.S.  Cus- 
toms, as  a  service  to  the  Ports  of  Philadelphia. 

TESTIMONY 

Senator  Wofford,  my  name  is  Ted  Nash.  I  serve  as  the  Special  Projects  Manager 
for  the  Ports  of  Philadelphia  Maritime  Exchange  under  President,  William  A.  Har- 
rison, who  sends  you  his  warm  regards  and  also  thanks  you  and  the  PRPA  for  creat- 
ing this  opportunity  for  our  maritime  community  and  all  business  persons  within 
the  state  to  discuss  their  views,  problems,  and  the  new  programs  needed  to  expand 
their  business  potentials  relative  to  the  Ports  of  Philadelphia,  the  Commonwealth 
of  Pennsylvania,  and  the  entire  region.  This  is  a  valuable  step  to  advance  our  hopes 
and  understanding  of  small  business  and  creates  a  smoother  path  for  the  manufac- 
turing and  shipping  of  new  cargo. 

We,  at  the  Exchange,  advance  the  opportunity  for  cargo  related  business  and  re- 
sultant jobs  which  are  of  vital  importance  to  our  economy  and  of  course  to  our  many 
Exchange  members,  regardless  of  size.  Our  membership  includes  corporations  as 
large  as  Canadian  Pacific  and  Conrail;  Chevron,  Sun,  and  similar  size  refineries; 
marine  terminal  operators;  all  the  way  down  to  the  individual  business  enterprise 
and  the  favorable  ripple  affects  these  businesses  all  create  within  the  tri-state  re- 
gion. 

Our  Delaware  River  serves  as  the  main  artery  and  a  major  waterborne  passage 
for  vessels  and  high  volume  cargo  in  transit  to  and  from  Pennsylvania,  Delaware 
and  New  Jersey. 

A  concern  of  the  Maritime  Exchange  is  that  along  with  the  most  valuable  plans 
of  this  good  hearing  and  its  forums  of  panelists  and  the  solutions  for  progress  to 
advance  small  business  and  expand  state  export  cargo  which  we  strongly  support, 
we  must  be  ever  aware  of  the  need  to  maintain  the  Delaware  River  ship  channel, 
this  region's  export  artery  to  the  ports  of  the  world,  as  we  would  maintain  any 
major  highway. 

Without  constant  support  for  the  regular  and  annual  maintenance  dredging  of  the 
river  channel  and  without  major  political  support  for  a  global  future  for  our  ports 
through  the  Corps  of  Engineers  45-foot  Delaware  River  channel  deepening  project, 
we  may  easily  lose  the  interest  of  shipping  line  growth.  We  must  not  be  bypassed 
nor  diminished  in  our  port  position  as  our  future  business  expands  with  its  need 
to  move  the  newly  created  exports  being  discussed  here. 

We  will  hear  from  a  small  business  leader,  CEO,  Robert  C.  Cotton  of  Cotton  Gour- 
met Foods,  who  sends  his  Pennsylvania  made  baked  goods  over  the  road  to  an  ex- 
port terminal  and  ongoing  to  French  markets.  What  if  winter  pot  holes  on  his  high- 
ways prevented  his  business  from  any  delivery?  We  wouldn't  think  it  pos- 
sible. .  .and  wouldn't  stand  for  it. 

Likewise,  our  river  is  this  region's  super  "water  highway";  carrying  most  of  our 
international  commerce.  We  are  now  fighting  for  the  funding  and  support  to  simply 
meet  our  authorized  40-foot  channel  depth  requirement.  The  Exchange  supports  the 
future  of  the  export  advances  that  are  being  discussed  today  by  noting  the  need  to 
advance  the  global  shipping  plan  to  deepen  the  channel  to  45  feet.  This  river  is  the 
link  for  exports  and  imports  to  which  trade  is  bound  in  our  region.  Our  river  must 
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roperly  maintain  its  presently  authorized  40  foot  depth  while  we  continue  to  work 
or  future  business  by  improving  port  access. 

The  Exchange  encourages  the  diligent  watch  by  export  associations  for  its  own 
conduit  to  the  world — the  Delaware  River.  We  enlist  all  the  panelists  of  this  hearing 
and  further  we  request  that  Senator  Wofford  help  us  keep  the  "super  river"  open, 
safe,  and  ready  for  the  21st  century  and  our  state  export  hopes. 

Thank  you. 


Prepared  Statement  of  David  J.  Schurz,  Worldwide  Marketing  Services 

Mr.  David  Schurz  is  President  of  Worldwide  Marketing  Services.  His  company 
specializes  in  working  with  small  and  medium  sized  U.S.  firms  to  begin  or  expand 
their  international  sales. 

By  concentrating  on  the  political,  economic  and  cultural  variables  in  each  market, 
they  help  smaller  firms  eliminate  the  risk  and  maximize  the  profit  of  doing  business 
overseas. 

Since  1987,  Worldwide  Marketing  Services  has  concentrated  its  efforts  in  the  En- 
vironmental market,  conducting  business  on  behalf  of  clients  in  over  65  countries. 

Their  recent  activity  has  been  concentrated  in  the  Eastern  European  market,  ad- 
dressing the  enormous  environmental  problems  in  that  region. 

Mr.  Schurz  led  the  first  U.S.  Environmental  Trade  Mission  to  Poland  in  1990  to 
attend  POLEKO.  In  November  of  1992,  Mr.  Schurz  represented  clients  at  the 
Krakow  Clean  Coal  and  Fossil  Fuel  Symposium  sponsored  by  the  Department  of  En- 
ergy. He  also  took  part  in  the  United  Nations  Industrial  Development  Organization 
(UNIDO)  Investors  Forum  on  Privatization  in  Warsaw. 

Most  recently,  Mr.  Schurz  was  invited  to  give  testimony  at  the  Environmental 
Technology  Export  Promotion  Stakeholder  Meetings,  sponsored  by  the  White  House 
Office  of  Science  and  Technology,  the  EPA,  and  the  U.S.  Departments  of  Commerce 
and  Energy. 

Worldwide  Marketing  Services  is  a  team  of  business  professionals  dedicated  to  as- 
sisting small-  and  mid-sided  U.S.  firms  to  begin  or  expand  their  exports. 

Since  1985,  we  have  provided  Export  Management  services  to  a  number  of  firms 
in  Pennsylvania,  acting  as  their  Export  Department.  Our  approach  is  hands-on.  We 
don't  just  write  reports  or  submit  plan.  We  work  directly  with  the  staff  of  each  com- 
pany, to  sell  their  products  overseas. 

Our  ongoing  involvement  with  these  companies  has  included  market  research,  ad- 
vertising and  promotion,  hiring  of  agents,  sales  training,  trade  show/trade  mission 
participation,  quoting  activity,  and  the  processing  of  actual  export  sales,  including 
payment. 

We  have  concentrated  our  efforts  on  smaller  companies  because  we  know  many 
PA  companies  could  and  should  be  exporting.  However,  most  of  these  same  compa- 
nies lack  three  important  elements  to  be  successful  at  exporting:  Money,  personnel 
and  know-how. 

In  order  for  firms  to  be  successful  in  international  business  they  must  make  a 
long  term  commitment.  They  must  have  the  economic  resources  to  pursue  exporting. 
They  must  have  competitive,  quality  products  and  services.  And  they  must  have  the 
ability  to  respond  to  the  additional  demand  generated  by  export  sales. 

On  behalf  of  our  clients,  we  have  fully  accessed  the  available  resources  from  the 
Federal,  State,  County  and  Local  Agencies  which  provide  export  assistance.  This  in- 
cludes access  to:  market  research,  database  information,  trade  show  and  trade  mis- 
sion activity,  publications,  and  seminars. 

From  our  viewpoint  the  following  problems  exist  with  the  current  structure: 

1.  There  is  a  duplication  of  effort  among  these  agencies.  Most,  if  not  all  of  them, 
provide  the  same  basic  exporting  information.  Most  of  this  data  is  not  target  specific 
but  fairly  general  in  nature.  Because  there  is  such  duplication,  these  agencies  tend 
to  compete  with  each  other  for  patrons  from  the  business  community. 

2.  These  Agencies  charge  fees,  some  more  than  others,  for  these  basic-services. 
This  is  costly  to  a  smaller  firm.  Some  Agencies  or  Councils  are  now  charging  a 
"membership"  fee  in  order  to  provide  information  that  is  available  free  elsewhere. 

3.  These  Agencies  tend  to  oversimplify  Exporting.  They  offer  little,  if  any,  hands- 
on  help  for  companies  new-to-Export.  They  recommend  "go  to  this  trade  show"  or 
"attend  this  seminar"  and  "you  can  export  too"!  This  over-simplification  negates  the 
need  for  more  qualified,  hands-on  assistance  and  makes  light  of  the  often  com- 
plicated international  marketplace.  It  also  fosters  a  casual  rather  than  long  term 
commitment. 

4.  There  is  a  bureaucratic  mentality  alive  in  these  Agencies  as  well,  which  does 
little  to  foster  Exports.  Personnel  are  required  to  produce  a  quantifiable  story  to  jus- 
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tify  their  funding,  i.e.  how  many  people  attended  the  seminar,  or  how  many  exhibi- 
tors were  at  the  show  or  how  many  dollars  worth  of  sales  did  they  get  at  the  show? 
This  is  a  simplistic  accounting  of  success  which  i3  unrealistic  to  the  international 
marketing  experience. 

5.  Government  sponsored  Agencies  are  not  permitted  to  make  direct  referrals  to 
firms,  such  as  ours,  which  could  provide  the  expertise  and  hands-on  assistance  that 
these  new-to-Export  firms  need.  Instead,  we  must  find  each  other,  usually  after  the 
firm  has  expended  much  time  and  energy  and  made  costly  mistakes. 

What  could  be  done?  Opportunities  for  improvement. 

1.  Expand  the  lines  of  credit  available  to  smaller  companies  specifically  to  develop 
export  markets.  These  should  be  monies  for  both  market  development  and  manufac- 
turing of  the  additional  product  needed  for  export. 

2.  Develop  a  program  to  do  an  initial  assessment  of  a  company  to  see  if  they  could 
or  should  be  exporting  and  to  where.  ITA  could  administer  such  a  program.  Com- 
petent international  service  providers  in  the  State  could  be  paid  a  fee  to  prepare 
the  initial  assessments. 

3.  As  with  the  TAAC,  Trade  Adjustment  Assistance  Program,  make  funding  avail- 
able to  small  and  mid  size  companies  to  get  hands-on  assistance  from  qualified  Ex- 
port Management  firms.  These  EMs  would  work  directly  with  a  firm  for  a  minimum 
2-year  period  and  get  them  up  to  speed  in  exporting.  The  professionals  would  de- 
velop the  markets,  set  up  agents,  process  sales  and  train  in-house  personnel  to  take 
over  at  the  end  of  the  contract  period.  A  payback  plan  by  the  recipient  companies 
could  be  incorporated  as  income  from  exports  is  generated. 

These  monies  invested  in  the  use  of  Export  Management  Companies  will  ensure 
consistent  increases  in  exports  and  thereby  give  a  greater  payback  through  job  cre- 
ation than  any  of  the  programs  now  in  place. 


Prepared  Statement  of  Rita  L.  Pollock,  Southwestern  Pennsylvania 
Regional  Development  Council 

Thank  you  for  the  opportunity  to  submit  this  testimony  on  the  Trade  Promotion 
Coordinating  Committee's  report  'Toward  a  National  Export  Strategy."  As  the  exec- 
utive director  of  the  Southwestern  Pennsylvania  Regional  Development  Council,  I 
concur  with  the  findings  of  the  report  and  endorse  the  stated  strategy. 

Before  offering  specific  comments,  I  would  like  to  introduce  the  Regional  Develop- 
ment Council.  Incorporated  in  July  1992,  the  Council  is  the  nine-county  Local  Devel- 
opment District  for  southwestern  Pennsylvania.  The  Council  carries  out  economic 
development  and  business  assistance  programs  of  the  U.S.  Appalachian  Regional 
Commission,  the  PA  Department  of  Commerce,  and  the  Council's  member  govern- 
ments. The  Council's  work  is  enhanced  by  its  brother  organization,  the  six-county 
Metropolitan  Planning  Organization,  the  Southwestern  Pennsylvania  Regional  Plan- 
ning Commission. 

The  Council's  mission  is  to  increase  the  region's  overall  economic  vitality  by  help- 
ing local  small-  and  medium-sized  businesses  to  become  more  stable  and  expand 
their  productions  and  sales.  Our  primary  programs  include  export  development, 
business  loan  packaging,  government  contracting,  and  information  management  and 
referral.  The  Council's  members  include  the  counties  of  Allegheny,  Armstrong,  Bea- 
ver, Butler,  Fayette,  Greene,  Indiana,  Washington,  and  Westmoreland  and  the  City 
of  Pittsburgh. 

Export  assistance  is  one  of  the  leading  programs  of  the  Council.  The  Council's  Ex- 
port Assistance  Program  regularly  helps  over  600  of  our  region's  small-  and  me- 
dium-sized businesses  by  notifying  them  about  timely,  potential  export  opportunities 
and  working  closely  with  interested  companies  to  assess  their  exporting  needs  and 
capabilities  and  develop  customized  strategies  for  reaching  targeted  foreign  mar- 
kets. The  Council's  export  staff  provides  these  businesses  a  diversity  of  services 
through  the  program's  three-part  process  that  covers  trade  leads,  trade  events,  and 
market  research.  Specifically,  the  process  involves  developing  client  services  through 
providing  daily  matched  trade  leads,  on-going  promotional  and  technical  information 
about  international  trade  shows,  market  research  to  assist  with  development  of 
market  entry  strategies,  detailed  information  on  foreign  trade  regulations,  and  ex- 
port financing  and  logistics.  Supporting  these  activities  are  the  National  Trade  Data 
Bank  and  a  comprehensive  set  of  three  regional  business  databases  that  the  Council 
maintains.  The  Export  Assistance  Program  also  provides  an  opportunity-based  se- 
ries of  seminars  and  referrals  throughout  the  region's  local  network  of  trade  special- 
ists and  publishes  a  quarterly,  regional  exporting  newsletter,  Export  Opportunity 
Update. 
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As  a  result,  during  the  past  18  months  the  Council's  Export  Assistance  Program 
has  provided  over  3,300  targeted  trade  opportunities  and  worked  directly  with  44 
local  companies  to  develop  their  individual  export  strategies.  So  far,  the  Council  as- 
sisted companies  reported  over  350  foreign  contracts  with  a  cumulative  value  of 
more  than  $17.6  million. 

Regarding  assistance  for  trade  events,  the  Council  staff  has  worked  closely  with 
the  PA  Department  of  Commerce  to  promote  nearly  20  trade  shows  since  late  1992. 
For  this,  the  Council  processed  an  average  of  130  announcements  for  each  trade 
show  or  close  to  2,600  notices.  To  support  these,  the  Council  recently  initiated  a  se- 
ries of  targeted  trade  seminars,  the  first  two  of  which  drew  a  total  of  24  companies 
and  organizations  were  represented  at  the  seminars  by  a  total  of  33  participants. 
In  addition  to  its  Export  Assistance  Program,  the  Council  is  also  developing  a 
pilot  project  with  the  PA  Department  of  Commerce's  Regional  Opportunities  Initia- 
tive that  will  comprehensively  assess  the  exporting  capabilities  of  manufacturers  in 
southwestern  Pennsylvania's  industrial  river  valleys.  Further,  the  Council  recently 
received  a  grant  from  the  state  Department  of  Commerce's  Accelerated  Market 
Entry  Europe  program  to  assist  local  businesses  through  a  series  of  detailed  Euro- 
pean marketing  plans,  contact  listings  and  competitive  analyses.  The  Council  also 
recently  received  a  grant  from  the  U.S.  Appalachian  Regional  Commission  to  jointly 
develop  and  provide  three  comprehensive  export  marketing  guidebooks  to  local  busi- 
nesses in  the  computer  software,  engineering  and  environmental  services,  and  cus- 
tom manufacturing  sectors. 

Through  our  work,  the  staff  of  the  Council  meets  almost  daily  with  members  of 
the  business  community  in  the  nine-county,  southwestern  Pennsylvania  area.  We 
also  work  directly  with  the  region's  development  and  planning  practitioners  as  well 
as  its  civic  leadership — the  individuals  that  are  responsible  for  guiding  and  imple- 
menting economic  growth  initiatives.  From  this  on-going  contact,  we  are  well  aware 
of  both  the  needs  of  our  businesses  and  the  objectives  and  effectiveness  of  the  var- 
ious public  assistance  programs  designed  to  serve  these  needs. 

For  example,  in  concert  with  the  above  activities,  the  Council  works  closely  with 
other  export  assistance  organizations  in  southwestern  Pennsylvania.  Notably,  we 
have  had  substantive  discussions  about  "One  Stop  Shops"  with  John  McCartney,  Di- 
rector, Pittsburgh  District  Office,  U.S.  International  Trade  Administration.  We  are 
very  interested  in  having  a  One  Stop  Shop"  in  Pittsburgh  and  supporting  it  through 
the  collective  services  of  the  Council  and  other  local  export  assistance  providers. 

To  better  illustrate,  the  Council  recently  received  a  designation  as  the  Regional 
Service  Provider  for  the  PA  Department  of  Commerce's  new  Pennsylvania  Export 
Partnership  program.  In  short,  the  designation  enables  the  Council  to  promote  the 
state's  exporting  initiatives  and  to  provide  grant  reimbursement  funds  to  local  busi- 
nesses attending  foreign  trade  shows.  However,  the  Council  utilized  this  opportunity 
to  work  directly  with  a  collection  of  the  region's  export  assistance  agencies  and  lay 
the  ground-work  for  initiating  a  regionally-comprehensive  export  assistance  delivery 
mechanism. 

In  addition  to  the  "One  Stop  Shop",  the  Council  particularly  endorses  the  reports 
recommendations  concerning  export  financing.  Access  to  export  financing  needs  to 
be  drastically  broadened,  particularly  in  the  less  urbanized  areas  and  for  small-  and 
medium-sized  businesses.  Low  interest  loans  to  support  exporting  ventures  are  also 
needed  to  encourage  foreign  trade  and  more  private  capital  investments. 

Regarding  trade  events,  the  proposals  to  centralize  and  focus  the  trade  event  pro- 
gram is  especially  noteworthy.  Trade  events  are  very  often  intimidating  to  the  new- 
to-export  companies.  The  proposed  centralization  will  help  to  reduce  the  difficulty 
a  business  encounters  in  preparing  for  an  event.  Further,  focusing  events  promotion 
on  export-ready  firms  will  make  the  most  productive  use  of  the  limited  resources 
of  both  companies  and  the  public  export  assistance  providers. 

Finally,  I  encourage  you  to  strengthen  the  Federal-state  relationship.  Stronger 
communication  and  program  coordination  is  greatly  needed.  More  productive  serv- 
ices to  business  will  result,  while  businesses  will  have  less  confusion  about  where 
to  find  the  services  they  need.  To  help  facilitate  this,  there  already  exists  a  highly 
effective  network  of  Local  Development  Districts  and  Economic  Development  Dis- 
tricts, sponsored  by  the  U.S.  Appalachian  Regional  Commission  and  the  U.S.  Eco- 
nomic Development  Administration,  respectively,  with  input  from  State  government. 
Regional  organizations,  such  as  the  local  and  economic  development  districts,  can 
be  valuable  partners  with  the  State  and  Federal  Governments  in  export  promotion. 
With  close  proximity  to  businesses,  these  regional  organizations  can  best  under- 
stand the  local  business  culture  and  the  local  economic  climate.  Proximity  also 
makes  outreach  accessible  and  personable.  In  our  experience,  meeting  with  a  busi- 
ness at  the  company  site  creates  the  personal  trust,  rapport,  and  depth  of  under- 
standing which  underlies  all  successful  business  assistance  efforts. 
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Again,  thank  you  for  the  opportunity  to  present  the  Council's  position  on  these 
very  important  issues. 


Prepared  Statement  of  James  R.  Palmquist,  Air  Products  and  Chemicals,  Inc. 

Good  morning.  I  am  James  R.  Palmquist,  Manager  of  Project  Transportation  for 
Air  Products  and  Chemicals,  Inc.  I  would  like  to  thank  you  for  the  opportunity  to 
present  these  comments  on  the  issue  of  export  promotion.  I  will  begin  my  testimony 
with  a  summary  of  my  background  and  a  brief  overview  of  Air  Products  experience 
in  international  trade.  I  will  then  offer  a  few  specific  comments  on  the  Administra- 
tion's export  promotion  program  as  presented  in  the  September  1993  report  of  the 
Trade  Promotion  Coordinating  Committee  (TPCC). 

My  responsibilities  at  Air  Products  include  managing  the  transportation  of  heavy 
industrial  equipment  manufactured  at  our  facilities  in  Pennsylvania  and  other  loca- 
tions. Much  of  this  equipment  is  exported,  including  the  very  large  liquid  natural 
fas  heat  exchangers  assembled  at  our  Wilkes-Barre  plant.  I>ater  in  this  testimony, 
will  discuss  a  particular  infrastructure  issue  we  face  in  the  distribution  of  LNG 
equipment  to  overseas  customers.  Prior  to  my  present  position  at  Air  Products,  I 
managed  International  Distribution  and  International  Operations  in  our  company's 
Chemicals  Division,  a  business  which  is  also  highly  dependent  on  international 
trade. 

Headquartered  near  Allentown,  PA,  Air  Products  is  a  Fortune  150  international 
company  with  operations  in  29  countries  and  14,000  employees  worldwide.  We  have 
been  successful  in  building  a  leadership  position  as  an  international  supplier  of  in- 
dustrial gases,  specialty  chemicals,  energy  and  environmental  systems,  and  related 
equipment.  Sales  in  1993  exceeded  $3.3  Trillion  to  approximately  100,000  customers 
in  nearly  100  countries. 

Air  Products  has  staked  its  future  on  the  ability  to  compete  and  win  in  the  global 
marketplace.  We  now  rely  on  approximately  40  percent  of  our  revenues  from  exports 
and  overseas  operations.  We  have  established  a  strategic  goal  of  increasing  that 
number  to  50  percent  of  revenues  generated  outside  the  United  States.  Simply  stat- 
ed, for  Air  Products  to  grow,  our  exports  have  to  grow.  We  are  not  alone  in  this 
thinking.  This  view  is  clearly  reflected  in  the  report  of  the  Trade  Promotion  Coordi- 
nating Committee,  Toward  a  National  Export  Strategy. 

The  TPCC  report  provides  an  excellent  analysis  ofAmerica's  position  in  the  world 
economy.  While  America  remains  the  world's  undisputed  economic  leader,  the  report 
recognizes  that  the  world  is  changing  around  us.  With  the  adoption  of  NAFTA,  the 
United  States  is  now  a  part  of  the  world's  largest  economic  region.  Competitive  bar- 
riers to  trade  are  coming  down  in  almost  every  region  of  the  world.  As  stated  in 
the  TPCC  report,  in  order  for  this  country  to  continue  to  set  the  standards  for  the 
global  economy,  "our  companies  and  the  U.S.  government  must  adjust  our  attitudes 
and  improve  the  methods  we  use  to  promote  exports."  Following  are  specific  com- 
ments on  a  number  of  the  key  recommendations  contained  in  the  TPCC  report. 

(1)  Of  prime  importance  to  nearly  every  U.S.  company  engaged  in  the  export  of 
goods  and  services  are  export  controls.  While  the  Administration  is  concentrating 
its  efforts  on  computers  and  telecommunications  products,  other  goods  and  services 
will  greatly  benefit  from  a  streamlined  licensing  and  decision-making  process.  The 
current  interagency  review  process  creates  unnecessary  delays  in  the  issuance  of  li- 
censes. Additionally,  clarification  and  simplification  of  U.S.  export  control  regulatory 
requirements  is  essential.  The  current  controls  are  complex  and  difficult  to  imple- 
ment, especially  in  the  project  equipment  business.  The  National  Association  of 
Manufacturers  (NAM)  recently  completed  a  comprehensive  review  of  the  Export  Ad- 
ministration Act  and  presented  several  recommendations  to  simplify  the  U.S.  export 
control  system.  We  encourage  your  careful  consideration  of  these  recommendations. 

(2)  Several  recommendations  of  the  TPCC  deal  with  the  need  to  "reinvent"  gov- 
ernment's export  promotion  services.  These  include  creation  of  a  unified  budget  for 
export  promotion,  establishing  "one-stop  shops"  to  serve  as  a  single  point  of  contact 
for  all  export  promotion  programs,  and  improve  the  coordination  and  communication 
between  Federal  and  state  agencies.  We  feel  it  is  imperative  that  these  actions  be 
implemented  as  soon  as  possible. 

There  is  far  too  much  duplication  of  services  among  government  agencies  in  this 
area.  The  focus  should  be  on  the  creation  of  lean  and  expert  organizations  that 
share  a  common  strategy  of  promoting  American  industry  in  the  international  mar- 
ketplace. 

(3)  Improving  the  collection  and  dissemination  of  country-specific  information  and 
market  research  should  be  a  high  priority.  This  information  is  especially  helpful  to 
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smaller  firms  looking  for  export  opportunities.  The  exchange  of  information  between 
Federal,  state  and  private  organizations  can  also  be  improved. 

(4)  Making  improvements  in  our  government's  "advocacy"  efforts  should  go  hand 
in  hand  with  upgrading  the  system  for  gathering  information  on  potential  export  op- 
portunities. As  pointed  out  in  the  TPCC  report,  other  countries  rank  export  support 
among  their  highest  foreign  policy  objectives  and  use  all  possible  avenues  of  lever- 
age. The  establishment  of  a  high  level  Advocacy  Coordinating  Network  would  seem 
to  be  a  significant  improvement. 

(5)  Resource  allocation  or  "prioritizing"  is  always  a  difficult  issue.  While  govern- 
ment should  not  and  cannot  be  in  the  business  of  "picking"  industries  to  succeed, 
there  are  definitely  areas  where  a  concentrated  government  support  effort  would 
produce  a  higher  yield  than  other  areas.  We  believe  the  primary  focus  of  govern- 
ment export  promotion  programs  should  be  on  supporting  industries  that  have  prov- 
en export  potential,  with  particular  focus  on  assistance  for  small  and  medium  size 
firms.  We  also  strongly  support  the  objective  of  establishing  more  effective  measures 
for  assessing  the  value  of  government  export  promotion  programs.  Programs  that 
are  not  effective  or  are  duplicative  should  be  eliminated. 

(6)  Federal  and  State  Government  can  play  an  important  role  in  encouraging  com- 
pliance by  U.S.  industry  with  national  and  international  standards.  Nearly  all  Air 
Products'  major  facilities  in  the  U.S.,  Canada  and  Europe  are  now  certified  under 
the  International  Organization  for  Standardization's  (ISO)  9000  quality  manage- 
ment systems  standard.  A  number  of  our  plant  locations  in  the  U.S.  have  partnered 
with  State  Government  agencies  to  provide  ISO  9000  training  for  our  employees.  As 
a  result  of  these  efforts,  our  customers  are  assured  that  products  from  these  facili- 
ties are  produced  according  to  the  most  rigorous  quality  procedures. 

As  I  mentioned  earlier,  there  is  one  area  I  would  like  to  discuss  that  is  not  cov- 
ered in  the  TPCC  report  but  which  is  critical  to  Air  Products  and  a  number  of  other 
heavy  equipment  manufacturers.  That  is  the  issue  of  transportation  infrastructure 
improvements  needed  to  support  the  distribution  of  our  products. 

As  background  information,  you  should  be  aware  that  a  significant  portion  of  our 
success  as  an  industrial  supplier  results  from  our  liquified  natural  gas  (LNG)  equip- 
ment business.  Air  Products  pioneered  liquefaction  technology,  and  we  are  by  far 
the  largest  supplier  of  LNG  process  systems  and  equipment  in  the  world  today.  Our 
process  and  equipment  have  been  selected  for  export  to  seven  of  eight  LNG-produc- 
lng  countries  including  Algeria,  Indonesia,  Malaysia,  Brunei,  Australia,  Libya  and 
Abu  Dhabi.  Current  annual  production  from  these  countries  amounts  to  over  130 
billion  cubic  meters  of  LNG  for  export  to  Europe,  the  Far  East  and  the  U.S.A.  Over 
90  percent  of  the  total  worldwide  baseload  I^NG  production  capacity  is  produced 
with  Air  Products'  liquefaction  technology. 

I'm  pleased  to  say  that  Air  Products'  LNG  business  is  also  a  Pennsylvania  success 
story.  The  engineering  and  design  of  our  product  takes  place  at  our  headquarters 
in  Trexlertown,  PA.  The  Main  Cryogenic  Heat  Exchangers,  which  liquefy  the  natu- 
ral gas,  are  manufactured  at  Air  Products'  170,000  square  foot  plant  in  Wilkes- 
Barre,  PA,  where  a  highly  skilled  force  of  250  to  300  craftsmen  employ  state-of-the- 
art  technology  and  equipment  to  produce  our  product.  The  giant  equipment  fab- 
ricated at  this  facility  may  reach  200  feet  in  length,  over  14  feet  in  diameter,  and 
weigh  as  much  as  350  tons.  To  date,  we  have  designed,  manufactured  and  exported 
49  heat  exchangers  from  Pennsylvania.  The  combined  market  value  of  these  exports 
is  more  than  51  billion  over  the  past  26  years.  With  the  growing  world-wide  demand 
for  alternative  fuels,  we  believe  the  future  of  Air  Products'  LNG  business  is  bright. 

A  primary  concern  which  is  now  being  addressed  is  the  ability  of  the  rail  trans- 
portation infrastructure  to  accommodate  future  heavy  equipment  shipments  from 
our  Wilkes-Barre  plant.  Our  customers  are  demanding  larger,  higher  capacity  heat 
exchangers.  We  have  recognized  this  trend  for  some  time  and  are  currently  design- 
ing ana  gearing  up  to  fabricate  even  larger  units  to  meet  our  customer  demands. 
The  problem  is  that  the  current  rail  clearance  restrictions  out  of  Wilkes-Barre  will 
not  permit  us  to  ship  heat  exchangers  beyond  14  feet  in  diameter.  The  photographs 
I  am  submitting  for  the  record  demonstrate  how  minimal  the  current  clearances  are 
for  one  of  our  recent  shipments. 

Fortunately,  15  months  ago  the  Pennsylvania  General  Assembly  and  the  Governor 
approved  a  plan  to  improve  and  modernize  key  rail  lines  across  the  State.  The  $80 
million  public-private  partnership  project  includes  improvements  to  help  accommo- 
date the  shipment  of  heavy  equipment  through  the  Port  of  Philadelphia.  Bene- 
ficiaries of  this  project  include  railroads,  shippers,  manufacturers  and  thousands  of 
¥eople  who  will  be  working  in  the  newly-created  jobs  in  the  distribution  industry, 
he  Port  of  Philadelphia  also  stands  to  benefit  from  the  rail  infrastructure  upgrades 
by  improving  its  reputation  as  a  world  class  project  cargo  port.  The  Casey  Adminis- 
tration continues  to  push  for  completion  of  this  project  by  1995. 
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We  believe  the  Pennsylvania  rail  clearance  project  demonstrates  an  outstanding 
example  of  government  partnering  with  business  to  remove  obstacles  that  would 
prevent  U.S.  companies  from  competing  in  world  markets.  In  this  regard,  we  en- 
courage the  close  examination  of  transportation  infrastructure  needs  of  industries 
across  the  country.  We  suggest  that  infrastructure  improvement  projects — in  all 
modes  of  transportation — which  will  enhance  the  ability  of  companies  to  export  their 
products  should  be  identified  and  prioritized  by  the  relevant  agencies. 

I  will  conclude  by  saying  that  Air  Products  is  proud  to  play  a  role  in  the  Nation's 
largest  export  industry.  In  1993,  despite  a  slump  in  world  demand,  the  U.S.  chemi- 
cal industry  managed  to  export  $45  billion  in  manufactured  products.  We  are  en- 
couraged by  signs  that  point  to  a  brighter  future,  especially  the  new  market  oppor- 
tunities that  will  emerge  as  a  result  of  NAFTA  and,  hopefully,  the  adoption  of  GATT 
in  the  near  future.  Finally,  we  appreciate  the  time  you  have  taken  to  discuss  this 
critical  area  and  to  explore  ways  to  upgrade  the  programs  offered  by  government 
which  encourage  export  activity.  We  would  be  pleased  to  work  with  you  and  your 
staff  in  the  future  as  you  consider  programs  and  policies  dealing  with  international 
trade  issues. 

Thank  you.  I  will  be  happy  to  answer  any  questions  you  may  have. 
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